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Preface
1917 the American Institute has been offering an examination
service to State Boards of Accountancy wishing to utilize these facilities.
The idea of a uniform examination was conceived out of recognition of
the fact that the practice of public accounting is much broader than state
boundaries and that there are common principles, procedures, and standards
which are applicable to public accounting practice throughout the country.
When the service was first offered there were relatively few states which
utilized it. However, the number that found the service to be useful, and
accepted the concept of a uniform examination, increased gradually through
the years. At the present time all of the states, territories, and the District
of Columbia use the Uniform CPA Examination as all, or the principal
part of their written tests, of candidates for the certificate. Also, all but
four of the states are utilizing the uniform grading service which provides
suggested grades for the candidates. This universal acceptance of the
examination has been made possible only through the continuing efforts
of the Institute’s Board of Examiners to improve the examination and to
make it a fair and reasonable test of the candidate’s fitness for practice as a
Certified Public Accountant.
While past examination papers have always been available to those who
are interested in preparing for the examination, and information as to
general requirements is available from state boards, the Institute decided
that it might be helpful for candidates to have a booklet dealing with
various aspects of the examination and of the grading procedure. This
booklet is the result of that decision to provide information about the
examination. It includes information about the operation of state boards
and about the general scope and coverage of the examination, and sug
gestions as to preparation and as to many aspects of taking the exam
ination itself. After it had been decided to prepare the booklet, the
cooperation of organizations and individuals who might contribute special
knowledge to the booklet was solicited. The Institute is indebted to each
of them for their contributions of material.
While the material in the various sections is the responsibility of the
individual authors, it has been prepared and is being distributed with the
hope that it will be helpful to a large number of accountants by reducing
the time required for them to qualify for, and to pass the CPA examination.
It is the desire of the Institute and the profession in general that as many
individuals as can possibly qualify be admitted to the profession. It is
hoped that this booklet will be an important step towards increasing the
number of persons who do qualify.
ince

S

New York, N. Y., September 15, 1954
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John L. Carey
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Purpose and Scope

of the Examination
BY THE BOARD OF EXAMINERS

hat specific purpose does the uniform CPA examination serve? At
what level of competence-to-practice does it seek to test? What
areas of knowledge and what skills does it attempt to measure? And of
equal importance, what areas does it make no attempt to measure—and
why? The answers to these questions should aid you in preparing intelli
gently for taking the examination.
The uniform CPA examination is one of the instruments utilized by
state and territorial boards of public accountancy examiners in judging the
fitness of candidates for certification. To understand properly the place of
the examination in this evaluation scheme, it is necessary to realize the
significance of the CPA designation. The certificate is granted to properly
qualified individuals under the statutes of the several states and territories
in the public interest. In other words, it is not granted for the benefit
of the possessors of the certificates or of any other special group, but
rather is intended to meet the public’s need for assurance of competence
on the part of the individuals offering their services as experts. It is this
fact which causes the several boards of examiners to inquire with great
care into the qualifications of candidates for the CPA certificate.

W

General Objectives
The CPA’s function requires of the practitioner certain qualifications,
chief among which are the possession of adequate technical knowledge, the
ability to apply such knowledge skillfully and with good judgment, certain
essential character attributes and desirable personality traits. As essential
as the latter two factors are to the successful professional practice of public
accounting, testing techniques are not sufficiently advanced to provide
complete measurement in these areas. Boards of CPA examiners must
rely on less objective means of evaluation than tests for these factors.
The uniform CPA examination, then, is restricted to the measurement
of technical competence, which includes technical knowledge, skill in the
application of such knowledge and the exercise of good judgment.
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Subjects
As presently constructed, the uniform examination consists of five
sections:

Auditing
Theory of Accounts
Accounting Practice, Part I
Accounting Practice, Part II
Commercial Law
These are administered during a two-and-one-half day period. The exam
ination in Accounting Practice (the problem section) is divided for pur
poses of time budgeting only.

Emphasis of the Examination
The content and emphasis of the examination change as conditions and
problems change in the public practice. Accordingly, it is not possible to
state that certain topics will or will not be presented in future examinations.
However, it is possible to indicate the general scope of the examination—
the knowledge and skills which typically it is designed to test. You may
expect that the examination which you take will seek to measure the extent
of your knowledge of:

1. Accepted accounting principles and procedures, including an under
standing of the assumptions underlying them.
2. Standards of auditing practice and auditing techniques, including
reporting.
3. Uses, and the limitations on the uses, of accounting data.
4. Business organization and operation, including a knowledge of the
principal laws governing such organization and operation.
5. Ethical standards of the profession.
6. Simple mathematical rules.
7. Principles of tax accounting.
8. Current professional literature and accounting problems receiving
special attention at the time of the examination.

You will be expected to demonstrate your ability to apply the above
knowledge with good judgment and logical reasoning to specific situations
and to draw reasonable conclusions from such applications. You must be
prepared to use basic mathematics with accuracy and reasonable speed.
In addition, the examination will seek to determine the extent of your
ability to:
1. Express ideas accurately, clearly and concisely in acceptable form.
2. Present accounting data, adequately organized and in acceptable form.
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3. Discriminate among data in a complex situation and to comprehend,
sort and classify such data.
4. Select accounting and auditing techniques appropriate to given situa
tions.

Level of the Examination
At what level of technical competence does the examination attempt to
measure knowledges and skills? It cannot be at a level adequate only for
the carrying out of the simplest engagements encountered by a beginning
CPA. Nor would it be realistic to set the examination at the level required
to handle the most difficult and complicated engagement of a large firm of
accountants. The aim is for an examination directed to the level of com
petence required for general practice in a medium-sized community
including the audit of a medium-sized organization.

Current Topics
There follows a more particularized discussion of the examinations in
the several subjects. Reference is made several times in this discussion to
current topics. Candidates would be well advised to be prepared to answer
any questions on current developments or problems in the practice of
public accountancy, whether or not discussed in the ensuing pages.
The candidates should keep in mind that the three accounting papers
contain considerable overlapping of topics. An auditing question may
require a knowledge of accounting theory as well as of auditing procedures.

Auditing
In the examination in Auditing emphasis has generally been placed on
testing the candidates’ knowledge of generally accepted auditing procedures.
However, auditing questions may involve, directly or indirectly, a knowl
edge of accepted accounting principles. Recent examinations have given
recognition to the importance to the auditor of internal accounting control.
Some areas of major importance which are encountered frequently are
listed and discussed briefly below.

1. Auditing procedures—The candidate should be able to prepare an audit
program for each major item in a financial statement and should know
the objectives and purposes of each procedure as well as the documents
or evidence that would ordinarily be examined.
2. Internal accounting control—Questions dealing with this topic gener
ally attempt to test a candidate’s practical as well as his theoretical
ability. The candidate should be prepared to outline various controls
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3.

4.

5.

6.

over cash, payroll, and receivables and to explain what is accomplished
by the existence of the controls involved. He should be able to point
out deficiencies in existing controls, make recommendations as to
changes in procedures necessary to correct the weakness and to list a
suggested division of duties among employees involved. Also, he should
be prepared to demonstrate an understanding of the degree and
manner by which the existence of internal control may affect audit
procedures.
Statement presentation, reports, qualifications—The candidate should
be prepared to draft a short-form audit report, and should be able to
criticize and correct a given report. He should be able to write a
qualification to a report and know situations which arise that require
disclosure, or qualification or denial of an opinion. He should also
know the generally accepted auditing standards required to be observed
to enable the independent auditor to express an unqualified opinion.
Confirmations—The candidate should be able to prepare various con
firmation requests and should know the purpose and usefulness of each
type. He should know the factors to be given consideration in arriving
at the extent of the confirmation test and in selecting the individual
items to be circularized.
Bank reconciliations—The candidate should be able to prepare a bank
reconciliation and to make the necessary adjusting journal entries. He
should also be prepared to analyze and correct a given reconciliation.
Professional ethics and legal responsibilities—The candidate should be
familiar with the Rules of Professional Conduct of the American
Institute of Accountants and with published rulings and discussions
concerning them.

7. Examination of documents—The candidate should be prepared to list
information of importance to the auditor found in an examination of
of insurance policies, contracts, trust indentures, leases, stock certificate
books, articles of incorporation, minutes, and other documents com
monly encountered in the course of an examination.
8. General—Questions on any area of work commonly encountered by
an auditor may be expected. Inventory questions have been included
wherein the candidate was asked to design an inventory tag and stub,
prepare instructions for the use of the tag and stub, and for the taking
of a physical inventory. Questions on federal income and estate taxes
have been included in the examination. Auditing matters being cur
rently dealt with in accounting literature are frequently the subject of
questions. Finally, and of great importance, the candidate is often
asked to outline an audit program which involves, not the greatest
possible, but the least amount of work which is necessary as a practical
matter in given circumstances.
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A classification in terms of requirements of the questions appearing in
auditing examinations may be helpful in explaining the scope and nature
of the examination. The questions can generally be classified into the
following eight types:
1. Questions which state a procedure and ask for the reason for the
procedure being used.
2. Questions which state an existing accounting situation as to an account
and require an audit program.
3. Questions which ask for an audit program of a particular account
without specifying in detail the accounting situation which exists.
4. Questions which require an audit program for a specialized business
or a part thereof without describing fully the accounting procedures
followed.
5. Questions dealing with internal control or with detection of fraud.
6. Questions dealing with qualifications, explanations and forms of reports.
7. Questions dealing with statement presentation and disclosures.
8. Questions dealing with professional ethics.

Accounting Theory And Practice
The Accounting Practice examination is divided into two sections, each
of four-and-one-half hours duration. Recent examinations generally have
consisted of groups of from five to nine accounting problems in each
section. Most of the problems require specific computations and a mathe
matical solution based on the application of generally accepted accounting
principles. Many of the problems require the preparation of working sheets
and presentation of statements and schedules. However, as a part of some
problems there is a requirement to discuss certain of the features involved.
In the actual preparation of the examination, the choice of problems is
made to provide coverage of as many as possible of the subjects in which
candidates should be examined.
Theory questions in general have not required many computations and
frequently are directed at obtaining a statement of accounting principle
or rule and then an explanation, justification or criticism of the rule. Due
weight is given to the support offered by a candidate for his answers.
Considerable care should be exercised in answering questions dealing with
definitions. It is important that the candidate avoid wasting time by giving
unnecessary information and useless discussion of minor points.

Topics Included in Theory and Practice
The areas covered by Accounting Practice and Theory of Accounts
are similar even though there is a substantial difference in emphasis. The
following list includes the principal areas covered in past examinations.
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Quite frequently a problem will cover two or more areas such, for example,
as taxes and partnership accounting. No significance should be attached
to the order of topics in the list.
1.
Amortization of Bond Discount or Bond Premium
2.
Accounting for Branches
3.
Accounting for Treasury Stock
4.
Accounting for Consignments
5.
Adjustment of Depreciation Allowances
6.
Accounting for Dividends
7.
Adjustment of Income Statement
8.
Accounting for Insurance Premiums
9.
Admission of New Partners
10.
Adjustment of Property Accounts
11.
Accounting for Purchase, Development and Sale of Real Estate
12.
Accounting for Receiverships
13.
Accounting for Reserves
14.
Basic Assumptions of Accounting
15.
Branch and Home Office Statements
16.
Budgeting
17.
Conflict of Accounting and tax rules
18.
Criticism of Balance Sheet
19.
Conversion of Bonds into Stock
20.
Contractor’s Accounts
21.
Computation of Depreciation
22.
Computation of Fire Loss
23.
Computing Inventories
24.
Comparison of Inventory Methods
25.
Division of Partnership Profits
26.
Estate and Trust Accounting
27.
Federal Income Tax
28.
Foreign Exchange Accounting
29.
Fund Accounting—Municipal
30.
Fund Accounting—Various Organizations
31.
Job Order Cost Accounting
32.
Liquidation of Corporations
33.
Liquidation of Partnerships
34.
Preparation of Balance Sheet from data
35.
Process Cost Accounting
36.
Preparation of Income Statement from data
37.
Preparation of Special Purpose Statements
38.
Preparation of Consolidated Statements
39.
Recording Appraisals and subsequent accounting therefor
40.
Recording Bond transactions
41.
Reorganization of Corporations
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42.
43.
44.
45.
46.
47.
48.

Revision of Capital Stock and Surplus Accounts
Reports and Notes to Financial Statements
Statement of Application of Funds
Standard and Estimated Cost Accounting
Sale or Incorporation of a Partnership
Valuation of Capital Stock
Valuation and Accounting for Deferred Charges

49.
50.

Valuation of Inventories
Valuation of Property

Commercial Law
In the examination in Commercial Law, the emphasis generally has
been on a comparatively few areas with only occasional questions on
other topics. Accordingly, the areas covered are separated below into
two groups. Group II questions generally are included in the optional
question category. (The Board recently announced that it will include
in the examination appropriate questions in the area generally described
as "Administrative Law.” The first such question appeared in the May
1954 examination, and dealt with "Social Security” regulations. This
area has been included in Group I even though it has appeared only as
an optional question.)
The answer to most questions in Commercial Law must be accompanied
by a statement of reasons. Answers involving negotiable instruments,
partnerships and sales should be based on provisions of the pertinent uni
form laws.
Group I—Areas of Commercial Law in Which the CPA Candidate
Should Be Thoroughly Prepared.

1. Agency
2. Administrative Law
3. Bailments
4. Bankruptcy
5. Contracts
6. Corporations
7. Guaranty and Suretyship
8.
9.
10.

Negotiable Instruments

Partnerships
Sales
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Group II—Areas of Commercial Law Occasionally Included in the
Examination.

1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.

Arbitration
Banking
Carriers
Estates
Insurance
Interest and Usury
Landlord and Tenancy
Liens
Patents, Copyrights and Trademarks
Personal Property
Real Property
Trusts

Examination Dates
Since the examination must be given on the same days throughout
the country, a schedule of examination dates is fixed by the Board. Definite
dates in advance have been set as follows:

Nov. 3,4 and 5,1954
May 18, 19 and 20, 1955
November 2, 3 and 4, 1955
Tentative advance dates have been fixed for succeeding examinations
through 1957. These are subject to change if conditions change in ad
vance of the dates set.

May 9, 10 and 11, 1956
November 7, 8 and 9,1956
May 15,16 and 17,1957
November 6, 7 and 8,1957

The order of subjects currently is: Accounting Practice-Part I, Auditing,
Accounting Practice-Part II, Commercial Law and Theory of Accounts.

Other Examination Subjects
Some states require examinations in subjects not covered by the uni
form examination. Information as to the contents of these must be ob
tained from the candidate’s state board.
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How a CPA Examination Is

Created, Administered and Graded
by

Herman W. Bevis, CPA
*

T 1:30 P.M. on a Wednesday of the past May, some 10,000 candidates
sat down to take the 72nd Uniform Certified Public Accountant
Examination prepared by the American Institute of Accountants. These
persons were distributed over 43 states, the District of Columbia, two
territories, and one island possession. (Some states give the examination
only once a year, in November; had this been the fall examination it would
have been taken by some 12,000 persons throughout the entire United
States and its possessions.)
The examination came to a close at 5:00 p.m. on the following Friday.
It consisted of the customary four subjects — auditing, theory, commercial
law, and accounting practice — given in five sessions. Many of the 10,000
candidates did not take all the subjects, omitting those which they had
previously passed as permitted under certain conditions by most states.
Those taking all four subjects worked under the grueling pressure of
examination conditions for 19.5 hours answering 33 general questions or
problems containing over 100 subdivisions. By Friday night, in the
neighborhood of 31,000 papers had been turned in to the administering
state boards.
How did this examination come into being? What were the stages
through which the material passed before it was set before the candidates
last week as an examination testing their ability and competence to
practice the profession of public accountancy?
This paper attempts to answer questions such as these, which arise re
garding all the Uniform CPA Examinations, by giving a case history
of the May, 1953, examination. It will also describe in some detail the
procedures used by the American Institute of Accountants grading service
which is used by all but five of the examining boards in the states and
territories.
It may be explained at the outset that the Uniform CPA Examination
is prepared by the American Institute of Accountants merely as a service
to the various state boards, who have the responsibility under their re

A

* Mr. Bevis has served on the Board of Examiners for six years, the past four
of which has been as chairman. This section is based on an address by Mr. Bevis
at the Kentucky Institute of Accounting in 1953 and was published in the Journal
of Accountancy.
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spective laws of testing the qualifications of candidates for the profession.
It is a tribute not so much to the excellence of the uniform examination
as to the basic unanimity within the profession that this is the only CPA
examination used throughout the United States.
Let us return to preparation of the May examination. This account
follows as far as possible the chronology of the actual events. The only
liberties taken, to make the recital typical, are the addition of a minor
step or two usually followed but eliminated for good reasons from this
particular examination, and omission of one or two other procedures used
in the May examination which were unusual.

Preparation of the Examination
It was in the early fall of last year that Robert L. Kane, Jr., the Educa
tional Director of the Institute, and his assistant, Harold Howarth, looked
over the "stock pile” of questions maintained in his office to select some
for the May, 1953, examination. This is its identifiable beginning. This
stock pile, it may be said as an aside, while voluminous, never has the
volume and variety which Mr. Kane would like and he would welcome con
tributions to it—questions and suggested answers—from any interested
person. Since the May examination had some of its roots in this stock pile,
it may be pertinent to pause and find out where it came from.
Source of examination questions: Some professors of accounting subjects
have from time to time in the past, without solicitation, generously taken
the time and trouble to devise questions and suggested answers and send
them in to the Institute. Others of these teachers have, from time to time,
been requested by the Educational Director or a member of the Board of
Examiners to devise questions in some area in which the reserve supply
was diminishing, and their responses have been gratifying. The com
mercial law questions, for example, are almost without exception those
originated by professors in that subject. There are several among the
accounting educators who are thoughtful enough to send in their final
examination questions. Part of the stock pile has arisen from these sources.
Another source of questions has been from two groups each of which
comprises educators, practitioners, and members of state boards. These
two groups are: the Committee on Cooperation with the Board of
Examiners of the Association of CPA Examiners, and the Advisory
Committee on the Uniform CPA Examination of the American Institute
of Accountants. These two groups have submitted a number of questions
and answers during the past four or five years which has aided materially
in partially restoring a depleted stockpile.
Another category of contributor to the stock pile is the CPA firm.
Periodically, members of the Board of Examiners, and officers and staff
of the Institute, have asked CPA firms to devise questions (with answers)
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for the examination. The questions which have been received from these
sources came from a wide cross-section of the practicing members of the
profession, ranging from the newer staff members with only two or three
years of experience to principals who had been in practice for a generation.
So much for the starting point of the May, 1953, examination—the
stock pile. It may be observed that it represents a compilation of the ideas
of a large number of people as to the tests which should be put to a CPA
candidate. The contributors were both educators and practitioners, and they
were scattered over all sections of the country. Lest the fear arise that
the participation of so many persons in the CPA examination creates a
security risk, it should also be observed that none of these persons knows
when, if ever, his question will be selected for an examination.
When Messrs. Kane and Howarth sat down last fall to consider ques
tions which they had extracted from the stock pile, they found that, from
the standpoint of time requirements, they had some three-quarters of an
examination. The questions had originated about equally from three
groups: educators, practitioners, and state board members. (The latter
usually are also practitioners, but with additional qualifications arising
out of first-hand observation of the CPA candidate.)

Guides for Shaping the Examination
Shaping the examination: The Educational Director has two general
guides to assist him in shaping an examination. One is a distribution sheet
for each subject (auditing, theory, etc.), on which are tabulated the topics
covered in each of the examinations of the past several years, with the
weight which was assigned to each. The second guide is the group of
policy decisions which has been built up by the Board of Examiners.
Examples of the latter would be these: the decision to step up gradually
the weight and coverage of questions dealing with Federal income taxes
and with internal control; a tendency to decrease the weight and im
portance of questions dealing with problems encountered only in the
largest corporations; and a continuation of the long-established practice
of testing the candidate’s knowledge of recent developments as reported
in the current literature of the profession.
Using these guide lines, and drawing upon their own past experience,
the Educational Director and his assistant set about shaping the first draft
of the May, 1953, examination. Some of the questions taken from the
stock pile were dropped as being too similar to ones recently asked, and
others were substituted. Some areas were listed for coverage for which
questions were not readily at hand. (Questions on current topics, such as
a bulletin of the committee on accounting procedure or the committee on
auditing procedure, for example, usually will not be found in the stock
pile because the developments are too recent.) After this initial work was
done, the Educational Director and the chairman of the Board of Ex
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aminers then sat down to review the material before them and to decide
upon parceling out the task of devising questions in the missing areas.
This was the general status of the May examination as reported to the
Board of Examiners at a meeting in New York on December 5 of last year.
The questions which were required to be made up fresh were received
in good time, and the first draft of the examination as a whole emerged
about the first of the year. At that stage, it received its first "guinea
pigging.” This was done by a number of veterans from the Institute
grading staff, the work of which will be described later.
These graders, without benefit of any prior knowledge of the questions,
sat down to answer them. They worked independently of one another and
without an over-all time limit, but kept an accurate record of the time
required to answer each question. In between answers, they made extensive
notes as to the relative difficulty of the questions, ambiguities, probable
difficulties in grading, time requirements, general suitability, etc. The notes
of these graders are important, for they are the product of the first
practical test which the complete examination has received. The opinion
of the graders is valued, also, because their experience with prior examina
tions enables them to spot most of the places where a candidate might
be diverted from the essence of the problem. Their judgment of the time
which will be required to answer a question is usually borne out by sub
sequent experience. Rather extensive revisions were made as a result of
this guinea pigging, and the revised draft of the examination was sent to
the Board of Examiners on January 23.
Board of Examiners: A word about the Board of Examiners is probably
in order at this point. The Board of Examiners is made up of nine members
of the American Institute of Accountants, from eight states. For the de
tailed work of reviewing the preparation and grading of the examination,
the Board divides itself into four subcommittees. Two members each are
assigned to auditing and theory, three to practice, and one, a member of
the Bar as well as a CPA, to commercial law. Each member of these sub
committees is responsible for reviewing the draft examination on his
particular subject in the greatest detail and from every angle—breadth of
coverage, weighting of the questions, time requirements, relative difficulty,
etc. Copies of all correspondence and memoranda evaluating the examina
tion are sent to the other subcommittee member or members. The chair
man receives drafts of the examination in all subjects as well as copies
of correspondence to and among all subcommittee members.

Attitude of the Board of Examiners
A mere recital of the mechanical details of how the Board of Examiners
operates is not enough, for it cannot convey the state of mind with which
the members face their task. They realize that they have taken on a
sobering responsibility. Their general objective, of course, is to devise and
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furnish to the state boards an examination testing the knowledge, judg
ment, and skills of those who would hold themselves out to the public as
experts. They realize that the state boards would not be discharging their
responsibility of protecting the public if the examination did not do every
thing possible to screen out the incompetent.
On the other hand, the members of the Board of Examiners cannot
forget the human side of the examination. The candidates who sit for
the examination are people—men and women most of whom have set their
minds on a career in the profession of public accountancy and who have
only this last hurdle to pass before they realize their ambition. Failures
among these people hurt, and hurt deeply, and could influence the re
mainder of their working lives. Moreover, the Board realizes that the
profession needs all of the qualified people which it can attract.
Considering all these diverse and tremendously important factors, the
Board tries to shape an examination set, not at the highest level of com
petence to handle the most complicated job, but at the level of competence
required for the medium-sized engagement or for general practice in a
medium-sized community.
Let us return to the Board’s participation in the May examination. In the
course of review of the examinations in theory, auditing, and practice by
the subcommittee members, scarcely a question remained unchanged in
some respect or another. Questions were amplified, reduced, rewritten, or
eliminated entirely and others substituted. Over thirty letters, consisting
of about fifty sheets, were exchanged between Mr. Kane and the sub
committee members. The commercial law questions and answers were
reviewed by the Institute’s counsel, the member of an eminent firm of
attorneys. A few state board members were consulted, on a highly con
fidential basis, as to the desirability of including certain material as to
which differences of opinion had arisen.
By the third week in February, the examination was fairly well crystal
lized. At that point, it was again guinea pigged, this time by young men
who themselves recently passed the CPA examination. They worked
under strict examination conditions, including the established time limit.
The answers of these men gave rise to a few further, but minor, changes,
which were also cleared with subcommittee members. Mr. Kane and the
chairman then went over the examination as a whole and gave it an
"O. K.” for printing.
Printing and distributing the examination: Galley proofs of the entire
examination were mailed to each board member on March 24. This
afforded them another and final opportunity to review their particular sub
ject, and also enabled them to see it in relation to the balance of the
examination. Their comments and clearance were received in about ten
days and the printer was instructed to lock up his plates and print. That
is the history of the examination which was put before some 10,000
candidates in May.
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The foregoing recital has omitted, as not within the main theme, a
great deal of other work which was necessary before the candidates
could take their places in the examination rooms. An estimate had had to
be made of the number of candidates who would sit in each state. Supplies
had been sent to each examination location over the preceding six weeks—
some 1,035,000 pieces of paper in the form of answer sheets, work sheets,
scratch sheets, etc. Prenumbered candidate identification cards had had to
be prepared and mailed to all states which used the Institute’s grading
service. The examination itself had had to be received from the printer,
test checked for general accuracy of sorting, bundled and mailed to some
75 examination locations.

Security Is of Greatest Importance
Another sidelight to preparation of the examination which is also
outside the purpose of this paper, but which is of the greatest importance,
is security. Beginning with the earliest stage of preparation, that of
pulling questions from the stock pile, a security risk begins to exist.
To minimize that risk, the smallest possible number of persons must have
knowledge of the examination contents. Typing must be confined, spoiled
sheets must be controlled, all material must be locked, traffic into certain
areas of the Institute offices must be restricted, correspondence with board
members must be registered and mailed by one of few people, etc. The
security treatment accorded examination material is roughly equivalent to
that given matter designated "secret” by the military.
May papers to be graded by the Institute staff totalled some 23,000; they
arrived from forty states, two territories, and one island possession.
Examination answers consisted of around 350,000 sheets of hand-written
narrative, 50,000 working schedules, and 5,000 partnership tax returns.
About a dozen clerical workers were kept busy opening the bundles, and
counting, sorting, listing, and otherwise getting the papers in order for
grading.
Preparation for the grading had been in process for some time—in fact,
it commenced simultaneously with the preparation of each question which
was used in the examination and continued hand in hand with considera
tion of the question from that point.
Answers to examination questions: Before papers can be graded, there
must, of course, be some general agreement as to the proper answers. This
is true notwithstanding the fact that most of the questions asked on the
CPA examination have no hard-and-fast, "model” answer. The exceptions
are questions of the objective type and some mathematical problems,
although many of the latter may receive a passing grade even if the final
figures are not arithmetically correct
The answers to CPA examination questions comprise, in essence, a series
of points expected to be brought out by the candidates. These points may
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range in number for a given question anywhere from one or two to a score
or more, and not all are of the same relative value, of course. Consideration
of points in the answers took place at each of the stages in the process of
formulating questions which were described earlier. They were questioned,
debated, added, and deleted all along the line. Concurrently, the relative
weight to be assigned to whole questions and to the points within it were
considered along with the credit to be given for reasoning, organizing,
and analytical ability, etc.
The culmination of this particular aspect of the preparation for grading
was a point-score list for each question in the examination, which the
Educational Director had in readiness for the graders. Another step in
his preparation was the compilation of a reading reference list for each
question. The graders study these publications intensively at the outset,
and refer to them from time to time, to familiarize themselves with the
sources from which the candidate may have drawn his knowledge.

Qualifications of the Graders
Organizing the graders: The staff of graders for the May examination, 68
in number, have the following qualifications:
All graders are certified public accountants. About one-quarter are
teachers of accounting subjects (a higher proportion than in the fall,
when the teaching schedule is more demanding). The remainder are
accountants in practice. While the latter are available for a variety of
reasons, typically they are young men who had a number of years ex
perience on the staff of a firm and then established their own practice.
These young and usually growing practices permit their principals three
or more days per week to participate in the grading, primarily because
of the times of the year when the grading takes place. This is another
professional engagement for them, with the same confidential relationship
as with any client, and for which they receive payment on a per diem basis.
No graders are obtained through "borrowing” from firms. The graders
this year come from ten states; the greatest proportion are residents of
the states near the Institute’s offices, namely, New York, New Jersey and
Connecticut. The most distant this year are from California, Texas, and
Louisiana.
The graders are supervised by four section heads, one for each subject.
There are several assistant section heads or "reviewers,” who have a very
important function in the grading process, as will be brought out sub
sequently. As to the graders themselves, one or more is assigned to each
examination question, i.e., the "horizontal” grading process is employed.
At the outset, the graders will go through the process of informing them
selves regarding the particular question which they will handle. This will
involve extensive research and reading of background information, and
discussions with others assigned to the same questions and with the section
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heads. This will result in a memorandum setting out in detail the under
standings reached as to the grading approach. The point list already pre
pared for each question will be expanded somewhat at this point. AU will
then be in readiness for the “dry run” of the grading.
The dry run of grading (and graders): The first actual grading will be
applied to a sample of some 500 papers in each of the four subjects, selected
from a number of states geographically distributed so as to be representa
tive. Just as in the subsequent grading, a grade sheet will be attached to
each paper and a grade entered by each grader as he reviews the answer to
the question assigned to him. (No grades are ever entered on the papers
themselves by a member of the Institute staff.) The graders will make a
note of aU unexpected points being brought out by the candidates, as well
as any matters which seem to be giving candidates particular trouble.

Grades of 500 Sample Papers Summarized
During and upon completion of the grading of the sample of 500
papers in each subject, a statistical summary will be made of the grades
obtained on each question and for the paper as a whole. Reliability tests
will be run on each question, by determining whether those receiving the
higher grades on the whole paper also received, on balance, the higher
grades on each question. The same comparison will be made for the lower
grades. As inconsistencies are noted, an investigation will be made.
Most of the grading inconsistencies developed in the dry run will,
based upon past experience, be traced to one of three causes: failure on
the part of the graders to recognize some acceptable alternative in the
answers; a lack of balance in the weights assigned to points within a
question; or one or more graders who were not grading on the same basis
as the others.
The dry run will have been completed and the troublesome areas isolated
when the Board of Examiners meets in New York two weeks after the
grading commences. The subcommittees of the Board will then sit down
with the section heads handling their respective subjects, and with Mr.
Kane, and will review the problems which have arisen and the questions
which have been raised. All will reach common agreement upon the
courses to be taken in the subsequent grading. After this, the test papers
will be returned to their respective places, to be completely regraded in
their regular turn, and the point sheets will be revised and expanded and
the weights altered as agreed upon. Actual grading will then be commenced.

How Papers Are Graded
Grading: Papers are put through the grading process in batches of about
twenty-five. As each grader completes his question, the grade which he

16

assigned is placed on the sheet attached to the examination paper. When
all the questions in a batch have been graded, the scores for each paper are
totaled and the block turned over to an assistant section head, or reviewer.
These reviewers are usually veterans of several years of grading. It is their
job to look over each paper as a whole, watching particularly for signs
of inconsistencies which usually take the form of a low score on one or
two questions in an otherwise fairly good paper. They may either regrade
these questions themselves or send them back to the same or different
person for regrading. Tendencies of individual graders toward erroneous
grading are picked up and corrected at this point. Any revised scores
arising from the regrading are recorded on the grade sheet.
The reviewers also look over all papers which are near the passing score
of 75 to determine the over-all approach of the candidate and to form an
opinion as to his competence. This, of course, cannot be done as well
by the graders who have handled only one question for each candidate.
Papers may also be sent back for regrading at this point, or the reviewer
himself may do the regrading.
As has been indicated, the reviewing process is concentrated on the
papers with scores in the middle ground. Papers with scores so high that
regrading could not possibly reduce them below 75 are passed more
quickly, as are scores so low that regrading them upward to 75 would be
out of the question. There are many of the latter. An extensive sample of
grades of papers in the examinations of May, 1951, to May, 1952, inclu
sive, revealed that 20 per cent to 25 per cent were below 50 in subjects
other than commercial law.
Reviewing of the May examination scores will start about June 15.
From that time forward, Mr. Kane will receive statistics of the distribu
tion of scores on papers graded each day, and these will be summarized
on a cumulative basis to date for each subject. Trends will be watched.
Summaries by states will be compared with the passing experience of the
same state in former examinations. Some of the batches will show distri
butions radically different from the expected pattern, and this will give
rise to an investigation as to the cause. It may be mentioned that this,
again, is a check on any change in the approach of an individual grader.
Final review of grading: After the grades have been established as a
result of the processes described above, they will be posted on a sheet for
each state, showing the candidate’s number and his grade in each subject
taken. This list will be reviewed personally by the Educational Director.
He will look for inconsistencies in grades among subjects—well above
passing in, say, theory, auditing, and commercial law but a 67 in practice;
or very low in two subjects but 76 in the others. Papers will again be
extracted for review and regrading.
The inconsistencies may remain after this final review. If so, the prob
able answer will be that the candidate himself was not equally prepared

17

in all subjects. He may have studied seriously for only part of the exami
nation, reasoning that if he got these subjects out of the way, he could
then concentrate on the others. This practice, which is permitted by the
credits system in most states, has an appreciable effect on the passing
percentages in an individual examination.
Grading of the examination will be completed and the last of the 23,000
papers returned to the state boards in about nine weeks.
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State Boards of Accountancy
By the Association of CPA Examiners Committee
on Model Instructions for CPA Candidates *

HERE is no national CPA certificate. A person who wishes to qualify
as a Certified Public Accountant must do so under the laws of one of
the states or territories. While most of the principal features of the state
laws and regulations have much in common, there are important differ
ences in many provisions from state to state. This section does not attempt
to cover all of the various features of state laws and board regulations; but
rather it is an effort to point out some of the background and the history
of regulation and to cover in a general way some of the features of laws
and regulations that are likely to be of particular interest to candidates.

T

Sources of Specific Information
A loose-leaf Accountancy Law Service is published and kept current
by Commerce Clearing House. It is available in a number of libraries.
However, the most accurate as well as the primary source of information
available to a candidate is his state board. You should not hesitate to
utilize the facilities which they have available for helping you. Members
of your state board have assumed a serious responsibility in administering
the laws of the state. Yet you may be sure that, to the full extent they are
able to do so, they are glad to help you qualify as a CPA. The laws and
rules are not designed to be arbitrary and unreasonable, but are intended
to insure that the citizens, the business men, and the community generally
can rely upon a CPA as being a competent public accountant. A list of
board offices as of July 1, 1954 is given at the end of this section.

Early Development
The profession of modern public accounting had its origin in Great
Britain. In 1854 the Society of Accountants in Edinburgh was incorpo
rated by Royal Charter. In 1880 the Institute of Chartered Accountants
in England and Wales provided for membership of all accountants then
practicing in England and Wales. In 1885 the Society of Incorporated
* This material is not an official statement of the Association, but represents
the views of the Committee consisting of Mr. L. C. J. Yeager, Chairman, Mrs. Ida
S. Broo, and Messrs. M. H. Barnes, Bert W. Lockhart and Howard F. Stettler.
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Accountants and Auditors was registered under the Companies Act.
Only members of these private professional societies may engage in the
practice of public accounting in Great Britain, and they alone may
perform the annual audits of limited companies which are required under
the Companies Act. Admission to the societies is conditioned upon
passing a series of examinations which the candidate must take over a
period of years. Preparation for the profession is almost entirely by means
of articled apprenticeship.
The flow of foreign capital, largely British, to this country after the
Civil War brought with it a peaceful invasion of British accountants to
look after the interests of the foreign investors. These accountants formed
an important part of the nucleus of the developing public accounting
profession here. Although they brought with them the ideas of professional
development in their country, those ideas were not fully acceptable in this
country. In 1896 New York passed the first law creating and recognizing
the title Certified Public Accountant, and the pattern was set for state
rather than private control of the public accounting profession.
Concurrent with the growth of CPA legislation, there came the devel
opment of a national professional organization. The American Association
of Public Accountants, founded in 1896, became the Institute of Account
ants in the United States of America in 1916 and the following year
adopted the name now used, The American Institute of Accountants.

State Boards
Although there are many variations in accountancy laws throughout
the nation, we have in each state and territory a Board of Accountancy.
The typical State Board of Accountancy is composed of from three to
five CPA’s appointed by the Governor for a specified term and receives
its authority from one or more state statutes. The laws of the states may
be classified into two types as to regulation of practice. Some states, where
legislation is of the "permissive” type do not restrict public accounting
practice to CPA’s but merely restrict the use of the designation or title.
Other states prohibit practice within prescribed areas to CPA’s or to those
in practice as of the effective date of the law. In these states where so-called
"regulatory” statutes exist, the administration of the Accounting Act is the
function of the State Board of Accountancy. Most of the laws of this type
empower the State Board to promulgate and enforce rules of professional
conduct and to promulgate rules and regulations for the orderly adminis
tration of the act. In states that have the "permissive” type of legislation,
accountancy boards, are, generally speaking, examining boards who pass
upon the qualifications of applicants for certificates, either by reciprocity or
by examination, and who give examinations and award the certificates to
the successful candidates.
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Finances
Funds for the administrative work of State Boards are provided by
examination fees, annual permit fees, and fees for the issuance of recipro
cal certificates. In most instances, the examination and grading costs
approximate the statutory fees for the examinations; and as the average
annual permit fee is a nominal amount, the result is that most State Boards
lack adequate funds for administrative purposes.
While in a few of the states the funds of the Accountancy Boards are
earmarked for the exclusive use of the Board, in many states they revert
to the general fund in whole or in part. This is a matter for future legis
lative correction.

State Societies
State Boards of Accountancy should not be confused with State Societies
of Certified Public Accountants. State Boards are administrative branches
of the respective state governments; whereas State Societies are volun
tary, private, professional organizations, handling on a state level the types
of activity handled by the American Institute of Accountants on the
national level.

Examination
Since 1953 all states have used the Uniform CPA examination prepared
by the Board of Examiners of the American Institute of Accountants,
thus making the CPA certificate of uniform significance throughout the
country. Four State Boards grade their own papers without outside com
parison while the remaining Boards use the advisory grading service
provided by the American Institute of Accountants which affords a sug
gested uniform standard against which to review their papers. The uni
formly high standards achieved through use of a common examination and
a central grading service has made the CPA certificate national in ac
ceptance, and in most states a CPA of one state may obtain a "reciprocal”
certificate from another state if he meets all of the qualifications of the
state to which he applies for the reciprocal certificate.

Conditional Credit
Passing grade in each subject is 75 percent. Conditional credit for
subjects passed is usually given if not all subjects are passed on one
examination. Some states require that only one subject must be passed
to receive conditional credit, some states require that two subjects be
passed, and a few states require some minimum grade in the subjects
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failed in order for a candidate to receive conditional credit for the subjects
passed. Requirements also vary as to the number of opportunities the
candidate will be given to pass the remaining subjects. Most states give
the candidate two to five opportunities before the conditional credit expires.
After expiration of the conditional credit the candidate must be re
examined in all four subjects if he wishes to continue to work toward a
CPA certificate.

Other Requirements
Considerable variation is found in the requirements for admission to
the CPA examination. Some states require a certain amount of public
accounting experience before a candidate is admitted to all or certain
parts of the examination. As to educational requirements, generally speak
ing they are based on a college degree with adequate study of accounting
and other business subjects. Most states, however, have provisions which
allow substitution of public accounting experience for formal academic
education. The laws of all states except one require that the applicant be
a citizen of the United States, or have duly declared his intention of becom
ing a citizen. Almost without exception the applicant must be a resident
of the state in which he makes application, or be employed therein.
Application for admittance to the CPA examination should be made to
the appropriate Board of Accountancy (see list at the end of this section)
at least thirty days before the date of the examination. In most states the
examination is given twice a year, in May and November. The specific
dates for each examination are published in the Journal of Accountancy.
The applicant will be notified by the Board of Accountancy as to
whether he has been accepted for admission to the examination, and if
accepted he will be notified as to the time and place to report. Any addi
tional instructions of the Board should be carefully noted and followed.

Examination Preparation
Thorough preparation for the examination is of utmost importance.
Inadequate review and preparation for the examination is one of the
major causes for failure. Intensive review should be completed several
days before the beginning of the examination, however, and during the
intervening period the candidate should rest and relax in order to pre
pare himself physically and mentally for the two and one-half day ex
amination.
In preparation for the examination it is recommended that the candi
date make a trial run of at least two prior examinations, allotting himself
the same amount of time as is allotted to each subject. He should write
out the entire examination in the same manner as he would in the exam
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ining room. Subsequently, he should carefully review and grade his own
paper using the unofficial answers to be found in the Journal of Accoun
tancy. From this experience, many candidates are able to ascertain the
"pattern of reasoning” and the "pattern of presentation” which will later
prove of such value to them.
The candidate should bring pencils, pen, ink, erasers, and a ruler to
the examination, but no paper or printed material should be taken into
the examination room.
Before writing on any question the candidate should be sure he has
read the question carefully and considered all pertinent facts. He should
then organize his answer before beginning to put it down in final form.
The candidate should be thorough in his work, but should be careful not
to exceed the suggested time to be devoted to each question. Ordinarily
no time should be spent in searching for mathematical errors all other
questions and problems have been answered.
Since each problem and question usually contains several points, the
candidate should bear in mind that he will receive credit for each individ
ual point, and that failure to properly handle one or more points does not
invalidate the whole problem or question.

Suggestions to Candidates
At each examination a list of Rules and Suggestions are made available
to candidates. Since the "Suggestions” are applicable to examinations
generally, those for the May 1954 examination are included here.
1. The estimated minimum time and the estimated maximum time
that candidates may need for giving adequate answers to each question
or group of questions is given at the beginning of each paper. These esti
mates should be used as a guide to allotment of time. It is recommended
that candidates not spend more than the estimated maximum time on any
one question until the others have been completed except to the extent
that the maximum time has not been used on prior questions. No point
values are shown for the individual questions. Points will be closely pro
portional to the time required. The following is an example of time
estimates as they appear on the examination:

Estimated Minutes
Minimum Maximum
Group
No.
No.
No.
No.

I
1
2
3
4

(all required):
................................................
................................................
................................................
...........................................

25

18
22
30
35

Total Group I...................................
Group II (three required) .............

70
70

105
105

Total for examination ................

140

210

10
15
20
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2. Try to solve all the problems called for in the examination. However,
a partial solution is better than none and will be considered by the
examiners and marked according to merit. Do not answer more questions
out of a group than are required because excess answers will not be graded.
3. Avoid telling the examiners how you would solve the problem
instead of actually doing it in the way you think best. If time grows short
a brief statement to the point is permissible but full credit can not be
obtained by this expedient.
4. Unless specifically required by the problem, it is not necessary to
prepare formal journal entries. Time may be saved by entering adjust
ments, transfers, etc., directly on the working papers. Do not prepare
more elaborate working papers than are called for by the problem unless
they will assist you in solving the problem. If both working papers and
formal statements are required and time is not adequate for you to
complete both, the working papers should be completed .
5. In problems or questions which permit alternative treatment the
credit given for the solution will depend on the soundness and intelli
gence indicated by your presentation.
6. Due weight will be given to the arguments presented to support
your answer to questions even though the examiners may not agree with
your conclusions.

Addresses of State Boards of Accountancy
Alabama State Board of Public
Accountancy
Francis B. Latady, CPA, Chairman
935-938 Brown-Marx Building
Birmingham 3, Alabama
Alaska Territorial Board of Public
Accountancy
Antonie van Seventer, CPA, Secretary
P. O. Box 859, Anchorage, Alaska

Arizona State Board of Accountancy
Carl D. Tisor, CPA, Secretary
500 Title & Trust Building
Phoenix, Arizona

Arkansas State Board of Accountancy
Peter E. Stanley, CPA, Secretary
Pyramid Building, Little Rock,
Arkansas

California State Board of Accountancy
Glen H. Whalen, CPA, Secretary
25 Taylor Street
San Francisco 2, California
Colorado State Board of Accountancy
C. Boyd Neville, CPA, Secretary
901 Majestic Building
Denver, Colorado
Connecticut State Board of Accountancy
Milton H. Friendberg, CPA, Secretary
880 Main Street
Bridgeport 3, Connecticut
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Delaware State Board of Accountancy
Charles I. Belfint, CPA, Secretary
400 North American Building
Wilmington, Delaware
District of Columbia Board of
Accountancy
Henry S. Owens, CPA, Secretary
1001 Connecticut Avenue Building
Washington 6, D. C.
Florida State Board of Accountancy
Clifford C. Beasley, Executive
Secretary
705 Seagle Bldg., Box 2433
University Station
Gainesville, Florida
Georgia State Board of Accountancy
R. C. Coleman, Joint Secretary
State Examining Boards
111 State Capitol
Atlanta, Georgia

Hawaii Territorial Board of Accountancy
Robert H. Paris, CPA, Secretary
1160 Bishop Street
Honolulu 13, Hawaii
Idaho Department of Law Enforcement
Britt Nedry, Director
Occupational License Bureau
State House
Boise, Idaho

Illinois University Committee on
Accountancy
George Philip Tuttle, B.S., Secretary
100-A Administration Building
Urbana, Illinois
Indiana State Board of Certified
Accountants
Thomas M. Hindman
Deputy State Examiner, Secretary
304 State House
Indianapolis, Indiana

Iowa Board of Accountancy
A. A. Augustine, CPA, SecretaryTreasurer
715 Securities Building
Des Moines, Iowa

Kansas State Board of Accountancy
Howard F. Stettler, CPA, Secretary
2 Strong Hall, University of Kansas
Lawrence, Kansas
Kentucky State Board of Accountancy
Stollings De Journett, Executive
Secretary
Kentucky Home Life Building
Louisville 2, Kentucky
Louisiana State Board of Certified
Public Accountants
J. Earl Pedelahore, CPA, Secretary
1136 National Bank of Commerce
Bldg.
New Orleans 12, Louisiana
Maine Board of Accountancy
Richard M. Millett, CPA, Secretary
465 Congress Street
Portland 3, Maine
Maryland Board of Examiners of Public
Accountants
J. Wallace Bryan, CPA, Ph.D., Secy.Treas.
1101 Mercantile Trust Bldg.
Baltimore 2, Maryland
Massachusetts Board of Registration of
CPAs
William E. Hayes, CPA, Secretary
199 Washington Street
Boston, Massachusetts
Michigan State Board of Accountancy
James C. Finney, CPA, Secretary
411 Boulevard Building
7310 Woodward Avenue
Detroit 2, Michigan
Minnesota State Board of Accountancy
Roman R. Sevenich, CPA, SecretaryTreas.
2515 Foshay Tower
Minneapolis 2, Minnesota

Mississippi State Board of Public
Accountancy
Louis A. Miazza, CPA, Secretary
P. O. Box 65
Jackson 5, Mississippi

Missouri State Board of Accountancy
Miss Ruth Calhoun, Executive
Secretary
Room 217, State Capitol
Jefferson City, Missouri
Montana State Board of Examiners in
Accountancy
Mack J. Hamilton, CPA, Secretary
533 Ford Building
Great Falls, Montana

Nebraska State Board of Examiners
John P. Begley, CPA, SecretaryTreasurer
Creighton University
Omaha 2, Nebraska

Nevada State Board of Accountancy
George K. Folsom, SecretaryTreasurer
Professional Building
Reno, Nevada
New Hampshire Board of Accountancy
Ernest F. Johnson, CPA, Secy.Treasurer
32 Main Street
Littleton, New Hampshire

New Jersey State Board of Public
Accountants
Joseph J. Seaman, CPA, SecretaryTreasurer
430 Market Street
Perth Amboy, New Jersey
New Mexico State Board of Public
Accountancy
John K. Reindorp, CPA, Secy.Treasurer
601 Sunshine Building
Albuquerque, New Mexico

New York Board of Certified Public
Accountant Examiners
John R. Wilkinson, Executive
Secretary
23 South Pearl Street
Albany, New York
North Carolina State Board of Certified
Public Accountant Examiners
R. R. Rains, Administrative Secretary
304 Hanes Hall, University of No.
Carolina
Chapel Hill, North Carolina
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North Dakota State Board of
Accountancy
R. D. Koppenhaver, CPA, secretary-areas
.
Box 417, University of North Dakota
Grand Forks, North Dakota
Accountancy Board of Ohio
James R. Favre, CPA, Secy-Treasurer
606-F State Office Bldg.
Columbus, Ohio

Oklahoma State Board of Accountancy
B. F. Harrison, CPA, Secretary
Oklahoma A. & M. College
Stillwater, Oklahoma

Oregon State Board of Accountancy
Harold Faunt, CPA, Exec. Secretary
637 American Bank Building
Portland, Oregon

Pennsylvania State Board of Examiners
of Public Accountants
Wilhelm E. Chisler, Esq., Secretary
Bergner Building
Harrisburg, Pennsylvania

Puerto Rico Board of Examiners of
Accountancy
Joaquin Mercado Cruz,
Administrative Secy.
P. O. Box 9156
Santucci, Puerto Rico
Rhode Island Board of Accountancy
George T. Helm, CPA, Secretary
1210 Union Trust Building
Providence, Rhode Island

South Carolina Board of Examiners of
Public Accountants
W. J. Stubbs, Jr., CPA, sect.-areas.
1226 Sumter Street
P. O. Box 363
Columbia, South Carolina
South Dakota State Board of
Accountancy
Harry E. Olson, CPA, Secretary
Lock Drawer 351
Vermillion, South Dakota
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Tennessee State Board of Accountancy
George W. Laws, CPA, Secretary
308 Sudoku Building
Nashville, Tennessee

Texas State Board of Public Accountancy
Miss Pauline Thomas
Assistant to the Secretary
The Perry-Brooks Building
Austin, Texas

Utah State Board of Accountancy
Registration Division
Frank E. Lees, Director
Salt Lake City 1, Utah
324 State Capitol

Vermont State Board of Accountancy
Seth A. Densmore, CPA, Secretary
118A College Street
Burlington, Vermont
Virginia State Board of Accountancy
Turner N. Burton, Director
Dept. of Professional & Occupational
Registration
Finance Building
Richmond, Virginia

Virgin Island Board of Examiners of
Accountants
E. A. Gomez, Secretary
Charlotte Amalie, St. Thomas
Virgin Islands
Washington State Board of Accountancy
Roy C. Comer, CPA, Chairman
2012 Smith Tower
Seattle, Washington

West Virginia Board of Certified Public
Accountants
Robert L. Baughan, CPA, Secretary
1122 First Huntington National Bank
Bldg.
Huntington, West Virginia

Wisconsin State Board of Accountancy
John L. Sonderegger, CPA, Secretary
1000 State Office Building
Madison 2, Wisconsin
Wyoming State Board of Accountancy
C. B. Coolidge, CPA, Secy.-Treasurer
1902 Thomes Avenue
Cheyenne, Wyoming

General Preparation

for the Examination
By the American Accounting Association
Committee on CPA Examinations *
N A DISCUSSION of preparation for the CPA examination some
assumption is necessary as to the broad background of the candidate.
In the following discussion the assumption is made that the candidate
has completed the equivalent of the usual college course of undergraduate
study of accounting. Since a substantial majority of candidates have done
this, the assumption is useful. Also, to assume otherwise would involve
an extended discussion of training for the profession. Such a discussion is
not feasible within the space of this section of the booklet.

I

Preliminary Appraisals
In approaching the matter of preparation for the CPA examination,
the candidate, at some point, should make two appraisals. For the first
appraisal he should undertake a review of several of the recent CPA
examinations, in order to form an opinion about the nature and content
of the CPA examination. Such appraisal should give him an impression of
what he needs to know. The second is in the nature of a self-appraisal;
an objective evaluation of his grasp of the major areas of accounting and
related subjects in which he knows (partly from the first appraisal) he
should be competent in order to be a successful candidate. The resulting
comparison should suggest rather definitely the amount of preparation
required and the principal areas of study.
The above suggestion, that each candidate should make a careful ap
praisal of the CPA examination and of his own "state of preparation,” is
a necessary first step because no two candidates are alike. How much work
a candidate should undertake in final preparation depends on a number
of variables: the number of accounting and related subjects he completed
as a student; how much time has elapsed since his basic preparation for
the field of accountancy; the nature of his practical experience; whether
he is skilled in the art of written communication; whether he gets "ner
vous” about examinations—and there are other factors. The point is, in
* This material is not an official statement of the Association. It was prepared
by Mr. Herbert E. Miller for the Committee, which consisted of Mr. Sidney David
son, Chairman, Mr. Peter A. Firmin, Mr. Bruce Futhey, Mr. Walter G. Kell, Mr.
James S. Lanham, and Mr. Miller.
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view of the diversity of backgrounds of candidates and the breadth of the
subject matter involved in an examination designed to evaluate compe
tense in a recognized and distinguished profession, there can be no neat,
sure-fire preparation suggestions that will apply in every case. Each can
didate must do a certain amount of appraising, evaluating, and deciding
about his own particular situation and to some extent develop his own
review and study program. Accordingly, the following suggestions are
made, not as things each candidate must do, but rather to raise matters
that he might profitably consider while developing his own program of
review and final preparation.

General Suggestions
Some suggestions need no elaboration or discussion:
A candidate should prepare for and sit for the CPA examination at
the earliest date after becoming eligible. In other words, don’t
put it off.
A candidate should start early on his final preparation; two or three
months is a minimum time period.
A candidate should have a definite plan of study and review laid
out—aimless, unorganized preparation is less effective.

Other suggestions may not appear so self-evident. For example, a can
didate’s mental attitude is important. If a candidate is not enthusiastic
about the profession of accountancy, or if he has a cynical attitude about
the CPA examination, his review efforts will not be as rewarding. It would
be much better if the candidate took the view that preparation for the
CPA examination provides him with an opportunity to become better
qualified and trained for his professional career than to view the examina
tion as a hurdle, the preparation for which is characterized by an attitude
that time thus spent is lost.
Considering the importance of the accounting profession, the responsi
bilities of the Certified Public Accountant, and the prestige that attaches
to the initials CPA, the CPA examination is reasonable. If a candidate
doesn’t believe this he is in fact working against himself. So, to repeat,
mental attitude is important.
Don’t prepare for the CPA examination by taking the examination for
"experience” or for "practice.” Too often candidates are heard saying, "I
haven’t prepared for the exam but I thought it would be good experience
to take it and see what it is like.” All of the prior examinations are pub
lished in The Journal of Accountancy. Specifically, the May exam
ination appears in the June issue and the November examination appears
in the December issue. So a candidate may easily discover what the CPA
examination is like without going to the expense of taking the examination
on a "trial run” basis.
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To a lesser extent, the same suggestion applies to those candidates who
concentrate on preparing for only one or two parts of the CPA examina
tion, not intending to pass the other sections. The topics covered by the
CPA examination are sufficiently inter-related to justify the recommenda
tion that candidates should set their sights on preparing for and passing
all parts of the examination.

Current Literature
If we view the CPA candidate as one who is seeking recognition by an
established professional group, it seems basic that the candidate should
expect to be called upon to demonstrate that he is well acquainted with
the stand taken by the profession, through its organization the American
Institute of Accountants, on matters of interest to the profession relating
to the practice of public accountancy. To be more specific, a candidate
should know the recommendations made, or the conclusions reached, by
the several committees of the American Institute of Accountants. Certainly
this would require rather detailed familiarity with bulletins of the Com
mittee on Accounting Procedure and the Committee on Auditing Pro
cedure. Also, a candidate should know the "Rules of Professional Conduct.”
And every accountant, whether or not a candidate, will profit by reading,
regularly, the well-known periodicals of the profession. This seems par
ticularly relevant for the candidate, for he should without question be
acquainted with and able to discuss accounting controversies.

Accounting Problems
Since an important part of the CPA examination requires the candi
date to solve problems (in contrast to the writing of essay answers), prob
lem solving must receive some attention. A candidate may receive a poor
grade on a solution for two reasons: he may not be sufficiently skilled
in the art of solving problems, or he may not be sufficiently familiar with
the subject matter.
A person becomes skilled in the art of solving problems by solving prob
lems. And it is important to make a distinction between solving a problem
and merely reading the problem and then reading or scanning a published
solution thereto. The former is recommended. Problem solving should be
a part of every candidate’s review program. It is best to simulate examina
tion conditions while solving problems, including an attempt to complete
the solutions within the examination time limits. A common weakness is
the failure by candidates to support their work by schedules showing
certain detail or computations. A good solution will "leave tracks.” And
a candidate develops good habits of supporting his solutions by always
doing such—not by waiting until the day of the examination and then
intending to make the solutions complete and well supported.
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Solving problems is probably the most important and most rewarding
phase of any preparation program. Unfortunately, it is often slighted
because it is easier to read a book on accounting or a related subject than
to work CPA problems.
If the candidate has attempted to solve the problems appearing on sev
eral earlier CPA examinations, he will, as a result, have formed rather
definite and probably correct notions about his subject-matter weaknesses.
Fortunately, there are a number of textbooks available to the candidate
adequate for the purpose of removing deficiencies in subject-matter
knowledge. A candidate should study in those areas where he has found a
weakness until his solutions of previously unsolved CPA problems cover
ing such topics confirm that he has acquired an adequate grasp of the
subject matter.

Questions
Turning to the portion of the examination where essay questions are
used, here also a candidate may receive a poor grade for two reasons: a
lack of knowledge of the subject matter, or inadequate skill in communi
cating. A candidate should neglect neither in his preparation.
Naturally, a candidate would like to know in advance the topics that
are going to be covered in the essay questions on the examination he is
preparing for. It would be even more convenient to know the details
of each question ahead of time, particularly if you were the only one thus
advised. Of course, it would not be in the best interest, ultimately, of the
accounting profession, and therefore not in the candidate’s long-run
interest, to have an examination covering only previously announced
topics. However, if the candidate will review several earlier CPA exam
inations, as suggested in previous paragraphs, he will form his own
opinion about the topics he may expect to find covered in the essay
questions. Here again, he should make use of textbooks, articles, and other
published material to remove any weaknesses discovered by the review
of the earlier examinations. In some cases, perhaps further course work
may be in the best interest of the candidate. If there is any doubt on this
matter, the candidate should feel free to discuss the matter with account
ing teachers and practicing accountants; he will find that such counseling
is given willingly.
There is probably some justification for an opinion that candidates are
not sufficiently aware of the potential number of points that may be lost
on the CPA examination by poor writing skill. There is much in favor of
a program of practice-writing of answers to questions appearing in earlier
examinations. Besides improving one’s writing ability, it also helps a
candidate budget his time when he does write the CPA examination. It is
also recommended that the candidate make a careful comparison of his
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answer, written out in full for practice, with the answer published in the
Student’s Department of The Journal of Accountancy.
The Student’s Department is also extremely useful in suggesting refer
ences for further study. As an example, see the material below, which is a
portion of the material published in the Student’s Department of the
March, 1954, issue of The Journal of Accountancy.
Reference for Theory Examination—November, 1953

Question 1
Paton and Paton, ASSET ACCOUNTING (1952), pp. 221-223

Finney and Miller, PRINCIPLES OF ACCOUNTING, INTERMEDI
ATE (1951), pp. 464-466
ACCOUNTANTS’ HANDBOOK (1947),pp. 680-681

Question 2
AIA, REVISION AND RESTATEMENT OF ACCOUNTING RE
SEARCH BULLETINS, Chapter 4
"Cost Included in Inventories,” NACA BULLETIN, Research Series
No. 10, Section 3—August 15, 1947, esp. pp. 1584-1585
Paton and Paton, ASSET ACCOUNTING (1952), Chapters 3 and 4
Finney and Miller, PRINCIPLES OF ACCOUNTING, INTERMEDI
ATE (1951), Chapter 17

Finney and Miller. PRINCIPLES OF ACCOUNTING, ADVANCED
(1952), pp. 389-391
Karrenbrock and Simons, INTERMEDIATE ACCOUNTING, COM
PREHENSIVE VOL. (1953), Chapter 9
Moonitz and Staehling, ACCOUNTING, VOL. I (1952), pp. 264-267
Moonitz and Staehling, ACCOUNTING, VOL. II (1952), pp. 236-244
Johnson, ADVANCED ACCOUNTING (1948), pp. 148-149
Newlove, CONSOLIDATED STATEMENTS (1948), p. 43
ACCOUNTANTS’ HANDBOOK (1947), pp. 520-521, 560-561

Question 3
COST ACCOUNTANTS’ HANDBOOK (1944), Section 10, esp. pp.
497-498, 523-531
Lang, McFarland and Schiff, COST ACCOUNTING (1953), Chapter
21
Vance, COST ACCOUNTING (1952), Chapter 12
Matz, Curry, and Frank, COST ACCOUNTING (1952), Chapter 15
Neuner, COST ACCOUNTING (1952), pp. 396-405

Schlatter, COST ACCOUNTING (1947), pp. 648-649, 650-657
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Basic Education
The question is sometimes raised as to whether candidates must have
completed a college education in order to be successful on the CPA
examination. Most certified public accountants would probably respond
that a college education is desirable preparation for a career in public
accounting, but not absolutely essential. There are a number of CPAs
who are not college graduates. However, it seems relevant at this point
to note that there are ways of obtaining the equivalent of college training.
Through self-study, correspondence courses, night school—to list only a
few of the ways—a person with certain basic aptitudes and with some
enthusiasm for the field of accounting, may acquire the equivalent of a
college education. And most CPAs would agree that obtaining a college
education or its equivalent is highly recommended.
If a prospective CPA candidate is planning on or is in process of acquir
ing the equivalent of a college education, perhaps it should be mentioned
that such a program should not be limited to accounting subjects equiva
lent in content and quantity to those offered by recognized colleges. Eng
lish, mathematics, and economics are particularly important allied sub
jects. The broader one’s educational experience is the better is his prepara
tion for a career in accounting.
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Taking the Examination — An
Analysis of Candidate Performance
By Robert L. Kane, Jr., Educational Director,
American Institute of Accountants *

Purpose of Section
HIS section presents various general matters relating to the examina
tion such as preparation, prediction of success, and a discussion of each
of the four examination subjects.
Primarily the discussion is aimed at helping the individual who has the
basic ability to be a CPA and who has enough, or nearly enough, knowledge
to enable him to pass the examination if he utilizes it fully. A number of
the comments offered are based on statistical analyses or other studies made
of examination results. These studies are being continued and later studies
may modify some of the conclusions offered. However, they include the
best data now available.
The portion devoted to the individual subjects will be of greatest bene
fit to candidates who have adequate ability and sound general training in
the field. The suggestions as to the examination should be helpful to them
in performing on the examination to the best of their ability. To some
extent the comments about the various individual subjects have been re
peated under each heading, but candidates may find it desirable to read
all of the comments as a unit.
Also it seems desirable to deal with what, on the basis of all that we
now know, appear to be common misconceptions about the examination,
about preparation for it, and about actually writing it. These fallacies are:

T

1. That a person just out of college will do better on the examination
than he will after one, two or three years of public practice.
2. That a person gains from the "experience” of taking the examina
tion even though he is not prepared.
3. That a candidate may go into the examination totally unprepared
and, by luck, pass one or two subjects.
4. That Accounting Practice is by far the most difficult of the four
subjects.
* Mr. Kane has direct responsibility for supervising grading of papers sub
mitted under the uniform grading plan. His comments represent his personal
views arising out of his experience with the past ten examinations. However,
they have not been reviewed or approved by any official body of the Institute.
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Preparation
While the percentage of candidates who ultimately pass the CPA exam
ination seems to compare favorably with the percentage passing other
professional examinations, the percentage of candidates who pass on their
first attempt is below that found in most similar examinations.
In part this may be attributable to the absence of any well defined
pattern of preparation that is generally required as a prerequisite for the
examination. In the early days of the profession preparation was largely an
individual matter to be pursued while engaged in practice. Today we find
that most people going into public accounting have completed a fouryear program of study in a university or college offering a major program
in accounting. While college study is very desirable as preparation for the
profession and for the examination, still the number of candidates passing
the examination on their first attempt is low. Some of the factors involved
in preparation are covered in the following sections.

College Preparation
In spite of the fact that a very large number of graduates do not pass
the examination on their first attempt, some graduates are able to pass
and to do so with high marks. The number of these varies widely from
school to school. This difference in performance is found also in the per
formance of college students on the objective tests developed by the
Institute’s Committee on Accounting Personnel. Studies of results on these
tests show that even the poorest student in some schools performed better
than the average student in other schools, and that the variation between
schools is extremely wide.
It is not too surprising that at the present time a large number of college
graduates who have majored in accounting not only fail to pass the
CPA examination on their first attempt, but make very low grades. This
indicates that the minimum standard for graduation is below that of the
examination. This is a matter of concern to college students, to teachers,
to school administrators, to state boards of examiners, and to the entire
accounting profession. While it is to be hoped that studies now underway
will throw some light on this apparently wide gap between the level of
the CPA examination and the requirement for graduation from a college
of business administration, at present we can only surmise as to the prob
able causes of the differences.
There is one feature about which there seems little doubt. Most of the
colleges are attempting to do a dual job, if not a triple job. First, they are
offering accounting as general service courses to all students in business
administration. Also, many individuals take a major in accounting who
do not expect to enter any field of accounting. Second, colleges are attempt
ing to train individuals who expect to enter private accounting, govern
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mental accounting and public accounting; usually using the same instruc
tional methods and curricula for all groups. While this may be entirely
feasible and may be the best possible method, present evidence of perfor
mance on the CPA examination raises a serious doubt as to the effectiveness
of this general mixture of students and objectives. Third, the colleges are
attempting, and perhaps quite properly, to give their graduates a broad
training in business administration. They, therefore, restrict the amount of
accounting which can be taken in the undergraduate program. As a con
sequence, the usual school cannot be considered to aim at turning out
professionally-trained public accountants who are ready to step into the
field as independent practitioners or as thoroughly competent accountants.
Possibly another explanation of the wide disparity between the level
of knowledge and ability of many college graduates and the requirements
of the CPA examination is to be found in the sequence and emphasis of
courses. In the area of auditing, a number of schools offer a one semes
ter course which probably is not on a level comparable with the responsi
bility assumed by a man who is holding himself out as an independent
practitioner. Income taxation may be in the same position in many schools,
since only one course is offered. That amount of instruction probably is
inadequate as training for the practitioner who must have a reasonable
knowledge of taxation.

Supplementary Preparation
It is evident that the ordinary student, enrolled in the usual school, must
plan on supplementing his college studies by additional work. One method,
of course, is to take a year or more of graduate study, but probably there
are other methods which are effective. Early acquisition of a library and
developing the habit of researching various topics which are under dis
cussion in class, probably would be one very helpful procedure.
Since the CPA examination includes acquaintance with current account
ing developments and current literature as one of its elements, a student
should acquire the habit of reading current literature and giving thought
ful attention to current developments. Toward the end of the period of
study, or after completion of study and before taking the examination,
there is much to be gained from an intensive review, such as is pro
vided by a CPA review course that is organized carefully and given
well. This provides a review of the material that was taken in the earlier
years of study, which may have been very poorly absorbed, and also may
offer the candidate a number of helpful suggestions as to examination
techniques. Also, it should give a candidate the feeling of competence and
confidence which is necessary for the best possible performance.

Experience as a Qualification
During the past five years analyses have been made of the background
of a great number of CPA candidates. Their performance has been ana
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lyzed in terms of their education and experience backgrounds. While there
are a great number of variables which are difficult to isolate, these studies
support the presumption that experience in public accounting is beneficial
to candidates in passing the examination. Specifically, the studies indicate
that a higher percentage of college graduates who have about two years
of experience pass the Auditing examination on the first attempt and
second attempt than do college graduates without experience. Also, the
studies show that a higher percentage of candidates with two or three
years of experience pass the examination in Accounting Practice than of
those who do not have such experience. The same conclusion holds to a
lesser degree for Theory, but there is no apparent effect on performance
on the Commercial Law examination.
While it is entirely possible that there is some selection factor involved,
since a completely incompetent individual is not likely to remain in pub
lic accounting long enough to get two or three years of experience, the
belief that selection is the principal factor is not consistent with the fact
that it is in Auditing that the candidates with experience perform best,
whereas there is no difference in law. If screening were the sole element,
it would seem likely that the performance would improve about the same
amount in all subjects. It seems reasonable to believe that an individual
who has been engaged full time in Auditing has acquired a much greater
competence and understanding of that field.
Based on these statistics, we find that the candidates who do best are
those who have completed a college course of study with a major in
accounting; have had about two years of public accounting experience of
a diversified type; and have taken a coaching course or continued to study
during the period that they are engaged in practice. While it may be true
that their experience has not related to a number of the items on the exami
nations, since in two years they have not had a very broad experience, the
two years have afforded them an at least broader familiarity with many
aspects of accounting and it has given them the opportunity to continue
their study. Whatever the reason, the indication is that a period of expe
rience is advantageous to most CPA candidates.
Difficulty of Accounting Practice: There is a common belief that the
Accounting Practice part of the examination is the principal stumbling
block for candidates. This is strictly a myth. The facts are that over the
past ten examinations the passing percentages and the distribution of
grades have been almost identical in all three of the accounting subjects.
Particularly the Theory of Accounts and the Accounting Practice sections
of the examination have shown very high relationships. In the most
recent examinations there even has been a tendency for candidates to make
higher grades in Accounting Practice than in Theory of Accounts. In part,
this may be attributable to the fact that some schools concentrate on de
veloping problem solving techniques and candidates have memorized forms
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and procedures for the solution of problems but have failed to obtain
an understanding of the reasoning underlying accounting theories and
procedures. Also, in part, this may be due to candidates having con
centrated on the Accounting Practice portion of the examination in
their preparation. However, based on thousands of examination grades,
it seems that preparation should be broad and equal for all of the account
ing subjects rather than be confined to the problem section.
A broad course of preparation involving study of Auditing, study of
Accounting Theory, and practice on techniques of problem solving appears
to be the only sensible method of preparation for the CPA examination,
as undoubtedly it is the best basic preparation for success in the profession.

Non-college Graduates
While a very substantial majority of the individuals entering public
accounting at the present time are college graduates, most of whom have
taken a considerable amount of accounting or have majored in account
ing in college, there are still a number of individuals in the field who are
not college graduates and who have depended on special courses and
evening schools or on correspondence study to acquire their training.
Statistics of past performance indicate that these individuals do not find it
easy to pass the CPA examination. A relatively smaller percentage of them
pass than of those who have completed college. However, some do pass
and it is certainly possible to make adequate preparation if the individual
possesses sufficient initiative and the basic ability.
Possibly an early step for such an individual is to find out how he does
stand in relation to the CPA examination. He might find it useful to take
the Orientation Test and the Achievement Level II Test, comparing his
scores with the employed-accountant norms. As is pointed out in a later
section, if his scores are in the top half of the employed-accountant popula
tion, he seems to have a good chance of passing the CPA examination.
However, if the scores are in the bottom half, the chance apparently is con
siderably less. Obviously in both cases, scores that are only slightly above
the fiftieth percentile or slightly below the fiftieth percentile are not similar
in significance to those that are substantially above or substantially below.
At the present time we have inadequate data as to the middle range of in
dividuals who are rather far apart between their achievement and their
orientation standing. Yet it seems probably that, if an individual’s orienta
tion score is reasonably high, even though his achievement score is low, it
should be possible with additional study for him to prepare himself ade
quately for the examination. While this may be done by individual study,
it is very difficult to organize and plan such study and to follow it through.
Attendance at evening school is a possibility for some individuals and
correspondence courses are available from reputable organizations for those
who cannot attend resident evening classes.
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The problem of the individual who has worked for a number of years
in the profession and who for one reason or another, has not taken the
examination is very difficult. He may have specialized in certain areas of
accounting work. While he may be competent in those areas, he may not
be well informed on many of the broader aspects of accounting. Since
the examination must test the overall fitness of an individual to practice,
rather than his fitness to practice as a specialist, he must work to obtain
a good general knowledge of all areas of accounting. Since he is not
accustomed to doing intensive study, this is often very difficult—but is
possible for the adaptable and flexible individual.

Taking the Examination for "Experience”
Undoubtedly many candidates are advised to take the examination be
cause of some possible benefit from the experience. While it is very diffi
cult to see what valuable experience can be obtained by an individual in
going into an examination for which he is totally unprepared and in which
he will fail completely and hopelessly, apparently it is advice that is
listened to by many candidates. Probably one reason for the advice is the
thought that it will enable the candidate to form a clearer idea of his
weaknesses and aid him in his study to become prepared. Perhaps sounder
advice would be "take the examination as soon as you are reasonably
prepared and feel that you have a definite chance of passing it.” This
proposal raises the question as to how a person can know whether he has
a reasonable chance of passing and whether his preparation is probably
adequate. There may be several ways to obtain an answer to these two
questions.

When Should Examination Be Taken?
As is pointed out in this booklet in another section, the candidate
should take the examination as soon as he is certain that he is prepared
for it and is eligible under state rules. Certainly it is not something that
should be put off from year to year. There are good reasons to presume
that, if it is postponed for too many years, the candidate will have to make
extensive additional preparation at a time when he finds it more difficult
to do so than if he had completed his preparation as early as possible.
The arguments presented for taking the examination immediately after
graduation from college are that the candidate is accustomed to taking
examinations, that he is used to solving abstract problems, and that these
elements give him a better chance of turning in a good performance. Also
the material studied is presumed to be fresh in his mind at graduation.
While these arguments do have some appeal, it is very doubtful if they
have, or if they should have, any great amount of validity. There are a
number of arguments for deferring the examination until after some prac
tical experience has been gained, provided it is not deferred too long.
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Professional Development
First, we have the fact that a man in any profession should continue to
learn throughout his entire professional life. For the public accountant this
learning process, if under proper supervision and under exposure to the
proper type of environment, should be very rapid in many respects during
the first three years after starting work. During this period the work
should be varied since there is not much occasion for specialization. Also,
the young man has the opportunity to plan and follow a program of con
tinuing study and development and to relate the activities in which he is
engaged with the theoretical aspects of public accounting work.
During this period of experience he should acquire more facility in the
skills of writing and in computational activities; he should develop a much
clearer understanding of auditing procedures and of the significance of
auditing techniques; he should see the application of accounting theory
to practical problems; and generally be developing at a fast rate.
A candidate should be able to get some indication of his preparation
by working out a complete past examination within the time limits pre
scribed and then taking a wide range of reference books to check the com
prehensiveness and completeness of his answers. In doing so, he should
take into account the presentation of his work and whether or not, if he
views it objectively, he would consider it to be adequately presented. Most
candidates are deficient in the ability to write clearly and forcefully. If an
individual has not developed writing ability he should discount his answer
by a substantial percentage, since he will interpret it much more favorably
than would any other person.
Predicting from Other Tests: As a possible aid to answering the ques
tion of whether a person has a chance of passing the examination, the
Institute, in cooperation with State Boards of Accounting and the Project
Office responsible for administering the Institute’s objective tests, has
conducted research to determine whether the Orientation Test and the
Achievement Level II Test can be used to predict probable success on
examinations.
Some small, but significant, studies have been made of the possibility
of predicting examination success by the use of two of the Institute’s
objective tests. The tests used in this research were the Orientation Test,
which is a measure of aptitude or ability for accounting work, and the
Achievement Level II Test, which is designed for use towards the end
of the senior year of accounting study and is a measure of what has been
achieved by the student during his college work.
In the most recent of these studies a number of individuals who were
taking the CPA examination in May 1953 took the objective tests shortly
after the CPA examination. When the results of the CPA examination
and the objective tests were correlated, the results were found to be quite
impressive from the standpoint of using the objective tests to predict
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examination success. Not one of the candidates who ranked in the lower
50 per cent on both the Orientation and Achievement Test passed a single
subject of the CPA examination! In contrast, those who were in the top
half on both objective tests passed 13 papers out of 22 written. The aver
age CPA grade received also showed good correlation with objective test
scores. There were 12 CPA papers written by individuals who scored in
the top quarter in one of the objective tests and in the second quarter in
the other. Their average grades were 67 in Auditing, 76 in Law, 63 in
Theory, and 75 in Practice. There were 17 papers written by individuals
who scored in the bottom quarter on both of the objective tests and their
CPA average scores were 48 in Auditing, 45 in Law, 40 in Theory, and
41 in Practice.
The studies indicate that it may be possible for an individual to arrive
at a fairly useful approximation of whether he is likely to pass, or to
come close to passing, the CPA examination, or whether he is lacking
in ability and training to do reasonably well. More extensive studies made
by the Canadian Institute of Chartered Accountants with the Orientation
Test have indicated that it is a satisfactory predictor of whether individuals
seeking to enter the profession in Canada will be likely to qualify as
Chartered Accountants. The tests require about three hours and must be
administered by an approved examiner. Information about taking them
can be obtained from the Project Office, 21 Audubon Avenue, New York
32, New York.
Predicting from College Grades: A study of data about a number of
May 1953 candidates indicates that, as a broad generality, there is a rela
tionship between college grades and examination results.
First, the study showed that, of the graduates taking the examination
for the first time, 28.5% stated that they ranked in the top 10% of
their graduating class; 44% were in the second 10%; 23% were in the
next 20% and 4% were in the lower 60% of their class. When these
candidates were grouped according to whether they passed the examination
on their first attempt, the following was found:
54% of those passing were in the top 10% of their class
27% of those passing were in the second 10%
18% of those passing were in the next lowest 20%
1% of those passing were in the lowest 60%
In contrast, 5% of those failing were in the lower 60% of their class,
25% were in the 61st to 80th percentage group, 49% were in the next
to highest 10%, and only 21% in the top ten percent.
On the basis of this analysis, we can conclude that individuals in the
lower 60% of their college class do not do well on the examination and
that those in the top 10% do extremely well, with varying degrees of
success for those occupying an intermediate position.
In considering college grades, a candidate should keep in mind that
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letter or numerical grades may mean very little. Some colleges give most
students high grades whereas others give few A’s or B’s. We find that a
C+ student in a "tough” college may be better trained than some "A”
students in other colleges. Rank in the senior class therefore, is likely
to be a better guide to ability and knowledge than grades.
Appraisal After First Attempt: If a candidate does take the examination
he should use his results in appraising his need for additional work and
his prospect of passing. Statistics show that the greatest number of
candidates pass completely on their second attempt, having obtained some
credit on their first attempt at the examination. Therefore, a candidate
who has taken the examination once and received extremely low grades
in all subjects should recognize that he is a long way from passing and that
he must make extensive additional preparation if he expects to pass.
Conversely, the candidates who have made passing grades in two or more
subjects and have received grades of sixty or above can conclude that some
additional work in the failed subjects or, if they have not passed any
subject but have made in the sixties in all of them, some additional work
in all subjects will probably enable them to pass on their next attempt.
However, it should be pointed out that a grade of fifty-five or below in
dicates that the candidate is a long way from passing the examination
since it is much easier to earn a certain minimum number of points
through getting the obvious elements in an examination than it is to
earn points on the more difficult aspects of the examination. For example,
a candidate who makes 37
is certainly not within 50% of the passing
mark since the 37.5 probably indicates only that he answered the very
obvious elements in the examination and that he failed in practically
all of the elements of medium or greater difficulty. In general, it appears
that grades below 55 should be considered as indicating extreme deficiency
from the standpoint of the candidate’s ability and knowledge of the sub
ject matter.

The Element of Chance
A belief which appears to be extremely common is that candidates may
go into the examination totally unprepared and by chance pass one or two
subjects. It is extremely doubtful that there is that amount of luck in the
examination. Also, the evidence obtained from analyzing a great number
of grades indicates that candidates tend to make about the same grade on
all portions of the examination, with the possible exception of Commercial
Law. In other words, there is an extremely high correlation between the
grades made by candidates in the three accounting portions of the
examination.
While many candidates do pass a single subject, they generally have
reasonable grades in the remaining subjects. The low scores are usually
low in all subjects, not just in one subject. The amount of luck in
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volved does not seem to be significant for a candidate lacking reasonable
preparation.

Examination Techniques
At each examination some of the papers submitted may not be a satis
factory guide to the candidate’s ability. Poor examination technique may
cause a person to fail who has sufficient knowledge and ability to submit
a passing paper. While likely these candidates will pass on a subsequent
examination, suggestions as to technique may be helpful to them. No
amount of technique will make up for lack of ability or for lack of prep
aration, but an improvement in the approach to the solution of the
examination can increase grades somewhat.
The remainder of this section is devoted to pointing out desirable ap
proaches and indicating common deficiencies. The examples that are cited
were selected to cover particular features and, therefore, are usually weak
in one or more ways. They are not cited as typical, but rather as typical
of certain fairly common weaknesses. Comments are offered related to each
of the subjects, but the following general comments may be helpful.

Essay Type Questions
Length of Answer: An answer must be comprehensive to receive a top
grade. Extremely brief answers, no matter how well directed to the
principal points involved, are unnecessarily risky for the candidate. Too
much material may be omitted from such answers and there is the risk
that the brief statement is not clear. Aim for a complete and comprehensive
answer rather than the briefest one which might do.
Pertinence of Answer: An answer should stay on the subject of the
question. It should not "ramble” and it certainly should not contain con
tradictions within itself. Quantity of words is not what is desired but rather
quantity of pertinent ideas fully set forth and explained where necessary.
Legibility: An answer must be legible but it need not be printed or be
in artistically attractive handwriting. Legibility is vital, but the candidate
should not cut down the comprehensiveness of his answers by striving for
perfection in handwriting.
Organization: Your answer should be well organized, with the principal
ideas clearly stated and followed by explanatory comments and ideas of
secondary importance. Your answer should be broken up into a number
of short paragraphs consisting of short sentences. Your meaning will be
clearer. The short paragraphs will tend to avoid the possibility of a grader
overlooking an important idea which you expressed. Use the outline form
wherever it is appropriate, but expand the outline by comments if they
help to make an idea clear.
Use of "Authorities”: Do not seek to impress graders by purporting to
quote from texts or other publications. You cannot fool graders. If you

42

do not understand or know the material you cannot cover up your ignorance
by bluffing. Also, keep in mind that the grader is not interested primarily
in your ability to memorize but in your own ideas and understanding of
the subject.

Problems
Examination techniques particularly applicable to problems are dis
cussed under Accounting Practice. The comments previously offered about
legibility, comprehensiveness and organization also apply to problems.

The Examination in Auditing
Nature of the Examination
In a professional examination which is intended to test the overall
fitness and ability of an individual to hold himself out to the public as a
technically able and well-qualified individual to perform the usual services
expected of his profession, each section of the examination has its own
particular significance. Nevertheless, it may be reasonable to say that in
the CPA examination the section on Auditing may be the most significant
for that purpose. This is true because those services are primarily of an
auditing nature. Also, it might be expected that the Auditing portion of
the examination would be found to relate more closely to actual conditions
in practice than do other sections. This seems to be the case.
As has been pointed out, studies have shown that those candidates who
have had two or more years of public accounting experience do much
better on the Auditing examination than candidates who have not had
such experience. In addition to this evidence, a review of the nature of
the questions indicates that the examination places a substantial weight
on the candidate’s ability to formulate programs appropriate to the par
ticular circumstances set forth in the questions; to explain the reasons
for the usual auditing procedures and steps; to recognize the responsibility
of the CPA in preparing reports; and to draw conclusions demonstrating
the possession of sound judgment.
An earlier section of this booklet gave a statement of the objectives
and of the general types of questions included in the Auditing portion of
the examination.
A study of recent examinations indicates that there is a tendency to
get away from the very broad general type of question such as those asking
for a program for the verification of accounts receivable. We find more
questions which provide a framework within which the candidate must
develop an appropriate and suitable program. This latter type of question
brings into play the judgment and experience of the candidate, because
he must not merely recite a number of possible procedures which could
be followed. Rather, he must set forth a program that is composed of all
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procedures which are essential under the circumstances, and yet he must
not include useless procedures or those which would be excessively ex
pensive or burdensome on the accountant or on his client. Therefore, in
this type of question, the candidate who uses what may be called the
"shotgun” approach of listing in his answer all possible steps which enter
his mind is likely to find that he has failed the question. Examiners will
charge him with the excessive, unnecessary, unreasonable or foolish pro
cedures which he proposes to take. Therefore, in preparing for the Audit
ing examination a candidate cannot expect to pass if he relies principally
on memorizing a large number of auditing procedures. He must develop
an understanding of when and how to apply procedures to obtain sufficient
evidence to render an informed opinion, and at the same time to not
unduly prolong the audit work.
Because of the nature of the Auditing questions, they lend themselves
particularly well to the outline form. Many of the questions can be an
swered using numbered or lettered headings followed by appropriate
explanations, if required, and by the use of properly indented and identified
subheadings. Setting forth answers in this fashion will help to insure
that the candidate will receive the maximum possible credit for the material
which he has included in his answer.
It is an easy matter for graders to locate the answers and to determine
whether they consist of a realistic and reasonable pattern of procedures.
While questions which deal with reporting and with the reasons for
particular auditing procedures may not lend themselves so readily to the
outline form, those questions which ask for programs cannot be presented
in any other manner nearly as effectively as they can in outline fashion. In
spite of its obvious advantage, surprisingly few candidates present their
answers in outline form with each item numbered or lettered and with the
subheadings properly identified.

Preparation
In connection with preparation for the Auditing examinations, it might
be well for candidates to devote considerable time to practicing on this
technique of presenting answers to questions which ask for programs or
similar matters and which lend themselves readily to the outline treatment.
Since the available evidence indicates that practical experience is very
helpful to candidates in connection with the Auditing section of the
examination, it seems evident that the usual course of study of Auditing
is not entirely adequate as preparation. In part this may arise from the
fact that it is rather difficult to visualize accounting records, documents
and procedures unless a person has had some experience in actually work
ing with them. The candidate studying for auditing should keep in mind
that auditing, as practiced, is not a stereotyped process, but is a process
which varies with every engagement and which must take account of all
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the peculiarities of the client, including the personnel and records, the
type of business operation, etc.
Obviously, in preparation for the Auditing examination, candidates
should make extensive use of some of the significant reference books
which are not necessarily used as texts but are readily available. Perhaps
foremost among these would be the Codification of Statements on Auditing
Procedure, by the Committee on Auditing Procedure of the American
Institute of Accountants and Generally Accepted Auditing Standards, by
the same Committee. The various Case Studies on Auditing Procedures
and on Internal Control, published by the Institute, and a reference book
such as Montgomery’s Auditing frequently give more explanation of the
reasons for audit procedures than is found in many of the textbooks used
in colleges. Also the candidate will find use for reference material in the
CPA Handbook and in the Handbook supplement, Duties of Junior and
Senior Accountants. He can obtain a collection of material from the
Handbook which has been made available in a separately bound volume
for student use.
Since it is difficult for a candidate who has not had auditing experience
to understand the exact nature of internal control or its effect on audit
programs, he would do well to devote particular attention to a study of
internal control and to analyzing the case studies from the standpoint
of the effect which internal control had on the procedure followed. At best
it is difficult to develop judgment and discrimination in the selection of
auditing procedures except through actual public accounting experience.
While that experience may seem at times to contribute very little to the
understanding of procedures, because as a beginning junior an individual
may see very little of the total program, he can profit greatly by what he
does see if it is combined with thoughtful analysis of what is being done,
with discussions with the men in charge, and with reading in the field of
auditing related to the particular type of activity in which he is engaged.
Not only will such a procedure aid in preparing for the examination,
but undoubtedly it will aid in developing the ability to do his job more
intelligently and more effectively. Most experienced accountants believe
that it takes several years to develop a good auditor and certainly a
certified public accountant must be presumed to be a good auditor.

Analyzing the Question
There is nothing peculiar about reading an Auditing question that does
not also hold for other examination questions. However, the candidate will
find that the statement of facts frequently is somewhat longer in Auditing
than in Theory or Law. Therefore, it becomes particularly important for
him to get all the facts in mind prior to starting to answer the question.
For the usual candidate, it seems desirable to scan the entire question,
going over the facts rather hurriedly, but giving very careful attention to
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the requirement. In many Auditing questions the requirement will be
given last. However, from time to time, in certain questions it will appear
early in the question. Keeping in mind the requirement, or requirements,
the candidate should then carefully read all of the background information
and facts given. Since it is difficult to keep these in mind throughout the
period of time required to write a full answer, it is suggested that a
candidate either underline each of the significant facts on his printed
question sheet or list them on a sheet of scratch paper for reference as he
thinks through the required answer.
Time devoted to a careful analysis of all the facts given and to thinking
through the best method of answering in relation to the requirements of
the question not only will save time in preparing an appropriate answer
but will help to avoid many of the mistakes which are observed in can
didates’ papers. If the question asks for an explanation of the reason for
particular procedures or for selecting particular procedures, the essential
facts are the procedures given or those to be chosen by the candidate. If
an audit program of some type is required, the essential facts are usually
the nature of the business, its size, degree of internal control, and the
auditor’s relationship to it. Remember that audit programs are not set
up in a vacuum but are prepared in the light of such elements as those
listed.
While it is not necessary to restate the question, it is certainly desirable
to indicate which of several requirements are being answered by identify
ing letter or number, and possibly by a brief statement of what is being
presented. For example, in an audit program, under the heading inventory
procedure, sub-headings might be: Physical observation, Pricing, Clerical
accuracy, etc. with appropriate steps under each of the headings. Follow
ing that procedure not only tends to insure that a grader will take account
of the complete answer given, but it will aid a candidate in quickly
reviewing his coverage and determining that he has covered all of the
principal elements that need consideration.

Common Errors in Answers
The variety of shortcomings in answers to Auditing is very great and,
of course, many of them must arise from the lack of understanding,
knowledge and ability of the candidate. However, there are several types
of fairly common errors which are made by candidates who seem to have
some ability in the field and which might be avoided by more care in
preparing the answers. Several of these will be discussed in the following
pages.
Reference has been made previously to the mistake of including all pos
sible audit procedures when the question calls for a careful selection among
them. The following weaknesses are common to all of the essay-type exam
inations, but are particularly noticeable in Auditing.
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Conflicting Statements: There are some candidates who do not appear
to be able to make up their mind on even the simplest matter and, either
through carelessness or intent, they will include in their answers statements
which are directly in conflict with each other. The candidate will be
charged with these.
While it is entirely appropriate in some instances for the candidate to
discuss both sides of a question, he should indicate that he is doing
so and that he is dealing with different considerations or different lines
of argument in each instance. While it is more likely in the examination
in Theory that the candidate is asked to present both sides of the ques
tions, there may be conditions where it seems to be desirable to present
alternate possibilities in answers to an Auditing question. The point is
that, in all of these instances, the candidate should make it clear that he is
not refuting his earlier statements but is presenting a different line of
argument or a different process of reasoning, possibly involving different
assumptions as to facts or theories.
Repetition: The second general weakness in answers is unnecessary
repetition. While unnecessary repetition does not detract from the grade
assigned to a candidate’s answer, it does consume time which ordinarily
might be used better in developing the answers more fully and more
thoughtfully. Many papers have been observed in which the candidate
spent a page saying the same thing in a different manner or giving different
illustrations of an identical procedure or principle. Certain questions
seem particularly to lead to this type of repetitive answer; an example
being, 4 (a) from the May 1954 examination, where many candidates
gave repeated examples of lack of consistency, some of which were taken
from the (b) part of the question and could contribute nothing whatever
to their grade in the (a) part of the question. While the use of an
example that is well chosen to illustrate a general principle is ordinarily
desirable and very helpful in determining that a candidate does under
stand the principle and its application, there is no need to follow example
with example. In some of these instances candidates have raised a doubt
as to their understanding of the subject matter by citing several in
appropriate examples before they completed their answer.
Generalized Answers: Some Auditing questions call for a detailed pro
gram of work or for a program of work at a particular time and under
particular conditions. In such a question the candidate should be very
careful to deal precisely with the situation set forth and to exercise
judgment in outlining his procedures. Questions with which many candi
dates did not deal adequately are Numbers 5 and 8 of the May 1954 exam
ination.
In Number 5 a program was requested for preliminary work and the
additional steps needed at the year end were to be given. It is important
in a question of this type that the work be clearly identified as to when
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it should be done and that judgment be exercised in selecting the time,
since the purpose of preliminary work is to cut down on year-end work
for the auditor and for the client. Therefore, it is not a satisfactory answer
to this question to ignore the separation requested, nor is it satisfactory to
list most of the work to be done in the period of final work on the audit.
Question No. 8 presented quite a different problem. Here there was a
complete statement of facts as to what the engagement required on the
part of the correspondent auditor. The system in use by the client was
described in reasonable detail. In spite of the description of the system
and the nature of the engagement, a number of candidates appeared to
put down all that they could think of about auditing inventories; with
the result that they proposed such procedures as checking the cost of the
inventory, checking shipping tickets, and other evidences that probably
would not exist. They generally nullified their work, which might have
been of some value, by displaying a complete lack of judgment and
knowledge in connection with the specific requirement of the question.
General Knowledge of Business Operation: Examinations in the past
few years frequently have included one or more questions where it seems
logical to expect that the candidate would apply to the preparation of an
audit program the general knowledge that he should have of the conduct
of business.
An example of such a question was a recent question on taking an
inventory of a retail jewelry store. Here it might be presumed that the
candidate would be aware that there might be expensive items included
in the inventory and that the appraisal and identification of those items
would present somewhat of a special problem. The November 1953
examination included a question on the operation of a retail shoe store.
A candidate might be presumed to have some knowledge or be capable of
visualizing how retail shoe stores operate. The May 1954 examination
included as question No. 6, a question on a bus company in a city of 50,000
population.
In questions such as these, the candidate should apply his general
knowledge of the activity in formulating his answer to the question. For
instance, in question No. 6, the facts given indicated the possibility that
some income was not being recorded on the books. The requirements
included the statement "give consideration to steps beyond those related
directly to this one item.” It would seem logical in connection with this
question that the candidate would ask himself about the miscellaneous
sources of revenue which a bus company would have and that he would
face up squarely to the fact that, in this situation, steps should be taken
beyond making a detailed audit of the items on the books. In general,
the performance of candidates on questions such as this one, and on those
previously referred to, is not found to be very satisfactory because of the
failure of candidates to apply to the situation their practical knowledge.
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The exercise of some imagination and the display of understanding of
the limitations of auditing procedures should be shown by the candidate.
No matter how detailed a check of recorded revenue is made, the existence
of unrecorded revenue is not likely to be detected by checking cash receipt
books and supporting documents. Frequently an auditor does go to what
might be considered non-accounting records and it is probable that in a
question like the bus company one, the most important thing a candidate
can do to convince the examiners of his competence is to indicate that
he recognizes some of the possible sources to which the auditor can turn.
Sense of Proportion: In answering Auditing questions, as in answering
other essay questions, a candidate frequently is faced with the realization
that there are a great number of details which might be included and
a number of somewhat collateral items which might be discussed. It is
important for the candidate to give a full and complete answer and, within
the limits of the time available, it is desirable to discuss or list the collateral
or detailed items which may have some significance in connection with the
question. However, in connection with every question, the candidate
should ask himself—"What are the major elements at which this question
probably is aimed?” Those elements should be given careful and full
treatment.
In appraising the value of an answer, a grader must take into account
the significance of each item as a measure of the ability of the candidate
as an auditor. All items that might be included in an answer for some
credit are obviously not given equal weight. For instance, in question
No. 6, which was just referred to, the weight given to steps taken to
determine that the income which should have been received was actually
recorded would be much greater than the weight given to routine matters
such as inspecting cancelled checks and making a detailed audit of the
cash receipts book. Extension of procedures beyond the cash records is
the element that would probably distinguish the man who is a competent
auditor from the man who can do only a routine job and cannot deal with
anything beyond the ordinary that is encountered in his work. Therefore,
it is not advisable for a candidate to spend most of his time and effort
dealing with the trivial or the obvious in a question based on a special
situation.
Reasons Versus Conclusions: In almost every Auditing examination
there are some questions where reasons as well as conclusions are called
for. In the usual question of this type, much greater weight will be given
to the reason than to the conclusion. From the standpoint of a grader, it
may not be particularly important that a conclusion is correct if the candi
date cannot give an adequate justification for it. A grader may feel that
the candidate has a fifty percent chance of getting the correct conclusion
by making a guess; whereas, if the conclusion is given and supporting
reasons are presented, both the conclusion and the reason can be accepted
as evidence of the candidate’s knowledge and ability.
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Examples of Answers
In Auditing, in Theory, and in Law questions are sometimes asked
which call for classes, types, or categories of items that meet a particular
requirement. Since there are sometimes several ways of classifying items,
a candidate may have difficulty in deciding which classification is called
for by the question; or more likely, he may have difficulty in deciding
what are the broad categories, types or classifications, rather than what are
particular instances of a category, class, or type. The candidate should be
very careful not to give a number of similar items unless he is certain that
these are broad classifications, categories, or types and not merely various
illustrations of one classification. An example of this kind of question
was No. 2 in the May 1954 Auditing Examination. This question was as
follows:
"(a) Name seven categories of information which should be
maintained in the working paper permanent file rather than in the
working papers for an annual examination.
(b) Name two advantages of maintaining the type of information
which you have listed in the permanent file.”
An illustration of a very poorly thought out answer to the question
follows:
"(a) Confidential material such as the (1) minutes of a corpora
tion, (2) executive salaries and salary plan, (3 partnership contractual
agreement, (4) agreement between companies as to sales territories,
(5) agreements between companies as to prices.” "Information that
the rank and file of the organization should not be able to see—even
by accident.”
"(b) (1) Is not easily available to the curious in our (the auditor’s)
office. (2) Is not liable to be seen or read by unauthorized personnel
of the client.”
Apart from the fact that the candidate had an entirely erroneous idea
of the contents of a permanent file, he was getting into difficulty in not
giving items that could be considered categories, since he gave two items
that obviously are very similar, these being items (4) and (5). Why he
changed his categories from those for a corporation in (1) to those for
a partnership in (3) is also puzzling and creates some doubt in the mind
of a grader as to whether or not the candidate was thinking in a logical
manner.
Many candidates fail to follow through an idea completely enough to
enable the grader to determine that the candidate understood the signifi
cance of the statement made. In subjects such as Auditing and Theory it is
essential that the candidate follow through an idea or general statement by
an explanation of how or why the general statement is applicable to the
question. An example of a failure to follow through is the following
response to Auditing Question No. 2.
"(b) Such information is helpful when the auditor prepares for the
yearly examination of the books.”
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if this candidate had explained the way Or manner in which the in
formation is helpful, there would have been no doubt as to his under
standing of this value of a permanent file. However, merely making
the general statement certainly leaves a doubt as to his understanding of
the subject matter. Instead of explaining the ways in which a file is help
ful, this candidate completed his answer by the following sentence:
"The auditor may also need this information if a company gets
engaged in a law suit and he has to defend some of his decisions.”

This last example illustrates an indefinite statement of a type that
should be avoided by candidates. It is indefinite in that it is impossible
to tell whether it is the auditor’s firm that is sued or whether it is the
client that is sued. Also the candidate failed to state wherein the informa
tion that is in a permanent file could be used more effectively in defending
a law suit than information taken from the files of annual audits. If he
had some idea that this is the case, he should have presented it.
An example, taken from a paper on the same question, of the type of
answer that is clear to a grader is the following:
"(b) (2) It reduces the amount of work that has to be done in
that it obviates the necessity for making new schedules every year.
The summary schedules in the permanent file can be revised and
brought up to date each year with a minimum amount of work.”
The importance of following through general statements sufficiently to
make the reasoning clear cannot be over-emphasized. Many candidates
seem to feel that certain terms are completely self-explanatory and can be
cited as answers to almost any question without any explanation as to how
or why they apply to particular situations. Examples of these are the
terms "matching cost with revenue,” “materiality,” and "consistency."
While these refer to important accounting concepts, the candidate should
state clearly the manner in which they have a bearing on the question
under consideration. Inappropriate uses of the terms can serve only to
convince a grader that the candidate is bluffing and has no real under
standing of the question. The following answer, which was used to
explain a journal entry relating to inventory and sales cut-off, illustrates
the useless writing of words. This explanation followed an entirely in
correct journal entry:

“This procedure is necessary in order to accentuate uniformity and
consistency of the accounting records as of the reporting date.”

Throughout his entire paper this candidate wrote in the same style,
using terms loosely without any explanation of how they applied. He
received a grade of 30 on his Auditing paper, after writing almost three
times as much as the ordinary candidate. Broad general statements of
principle are excellent and may be the best way to start the answer to a
question. But they then should be related to the question under con
sideration and be stated explicitly and fully.
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Of even less significance than the words "consistency,” "materiality,”
and the term "matching cost and revenue,” is the use of the word "true”
in relation to various statements. The statement that a particular amount
represents true cost, for instance, is meaningless to a grader. Also state
ments that this is the "true financial position,” or the "true income” are
equally meaningless unless some explanation is given to support the
conclusion. Consider the following example of an answer to a question
as to why accountants emphasize the need for consistency:
No. 4 (a). "If the accounting principles are not applied on a con
sistent basis a true picture of the financial condition of the company
would not be shown.”

Many candidates are careless about reading the requirement of a
question or in attempting to meet the requirement. For example, question
No. 4 in the May 1954 Auditing examination had this requirement in
Part (a): "Give a brief explanation of the reason for this emphasis on
consistency.” This is a short, clear requirement. It asks for only a single
thing. Mentally a candidate might restate it as: "Why is consistency so
important?” An answer such as the following contributes nothing to a
candidate’s paper since it does not deal with the question asked:
"(a) In reporting on financial statements stating that generally
accepted accounting principles have been applied on a basis consistent
with that of the preceding year means: (1) Same method of cost
inventories, (2) procedures of verifying accounts receivable, (3) same
percentages used in determining depreciation, (4) same procedures
used to verify cash receipts.”
A candidate should recognize that a definition of what is meant by
consistency does not explain why accountants consider it to be important.
Also, it is interesting that this was a question on consistency of accounting
principles, whereas, one-half of the candidate’s definition of consistency
dealt with consistency in auditing methods.
This matter of determining exactly what the problem or question asks
for, and then meeting the requirements fully and squarely cannot be over
emphasized, because even candidates who seem to be reasonably well
acquainted with most of the subject matter of an examination frequently
fail to give responsive answers to one or more questions. Probably as
many as one-third of the candidates in the May 1954 Auditing examina
tion did not fully answer question No. 7. This question was as follows:
"Your client, a large, well-organized company, has engaged you
to investigate the procedures followed in its purchasing department.
Outline fully the program you would follow in the special in
vestigation.”
The requirement is stated simply. It asks that you outline the program
you would follow. However, in spite of the simplicity of the requirement,
a very large number of candidates responded to this question by giving
nothing more than an internal control questionnaire. An internal control
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questionnaire, framed in the usual manner, is not an audit program and,
certainly, most candidates would recognize that it is not. Yet they gave
a questionnaire in response to this request for a program. It had some
relationship, if properly prepared, to the requirement of the problem, but
many of the questionnaires submitted were slanted primarily toward the
relationship of purchasing and the accounts payable department. The
following is an example of an answer which could receive very little credit
as an answer to No. 7:
"Questionnaire to be filled out: 1. Who is responsible for au
thorizing purchases? 2. Are purchase orders properly filled out and
signed? 3. Are purchase orders pre-numbered? 4. Are copies of pur
chase orders sent to receiving and accounting department? 5. Is there
complete separation between purchasing, receiving, and accounting
department?”
A grader could not interpret the above answer as an audit program for a
special investigation of a purchasing department. While the questions are
good ones, they do not indicate a course of action or steps to be taken. Also,
a sensible appraisal of the question and answer should have indicated to
the candidate that there was something amiss.
The time estimate provides a candidate with at least one check on
whether or not he is probably on a reasonable method of approach. If the
candidate finds that what he considers to be the necessary answer is only
a ten minute answer and there is a twenty-five minimum and a thirty-five
minute maximum, it might be well for him to reread the question and
reconsider his answer. The time estimates are closely related to the amount
of thought and writing required of a candidate to give a satisfactory answer.
While possibly as much as one-half the time may be consumed in studying
the question and thinking about the answer, a very simple and short
answer to a question carrying a major time estimate is almost certain
to be inadequate, if not unresponsive.
The use of an outline form and short sentences is an excellent method
of presenting answers to many questions; however, a candidate should
guard against having the outline so skimpy as not to be subject to inter
pretation. The candidate who gave the following in response to question
No. 7 may have had something in mind, but he did not use the necessary
few sentences to explain his idea:
"I. Purchase orders,
1.
by departments
2.
authorization to issue purchase orders
II.
Receiving department,
1.
receiving record of merchandise
2.
cross reference to purchase orders
3.
verification as to actual count of merchandise received
III.
Department,
1.
recording of merchandise to inventories
2.
checking for correct specifications
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Office,

IV.

1.
2.
3.

check extension on invoices
check invoices against receiving records
payment of invoices”

The Examination in Theory of Accounts
Nature of the Examination
In preparing to write the examination in Theory of Accounts, candidates
should give very careful consideration to the basic nature of the questions
that have appeared on all recent examinations. They will find that very
little emphasis has been placed on the candidate’s ability to state a pro
cedure or practice that is followed. Rather the emphasis has been on the
following four types of questions.
1. Questions which ask for a procedure, or which describe a procedure
and ask the candidate to comment on it in any one of the three following
ways:
a. Compare the procedure with a different one and give arguments
for and against each.
b.
Explain why the procedure is accepted accounting.
c. Give the reasoning supporting the principle or procedure de
scribed, or to be described by the candidate.
2. In the past ten examinations there has been considerable emphasis
on questions based on current accounting literature. From time to time
there have been questions specifically on certain accounting research bul
letins released by the Committee on Accounting Procedure, and there have
been a great number of questions on topics that are currently under dis
cussion in accounting magazines, at accounting meetings, and in accounting
literature in general. The particular areas that are covered by these ques
tions change from examination to examination as the topics become of
greater or lesser importance. It is believed that these questions are justified
and included on the basis that a man who is planning to enter a profession
should show evidence of his willingness and inclination to keep up with
the literature of the profession. It is impossible to stand still and not
become completely outmoded in accounting thinking during the period
of a professional career.
About eight examinations ago, a number of questions appeared on the
effects of price level changes on conventional accounting statements. That
topic was of great current interest at that time. Candidates should anticipate
that topics of current interest will appear on the examinations at any time.
They should form the habit of reading The Accounting Review, The
Journal of Accountancy, and of reviewing the leading current books that
are published in the field of accounting and auditing.
Particularly important are the Accounting Research Bulletins of the
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Institute since, as has been indicated, they have formed the basis of a
number of questions in recent examinations. Usually these questions have
asked for the reasoning supporting the conclusions of the Bulletin. An
excellent example of this type of question is to be found in the May 1954
examination question No. 4, which was based entirely on a Research
Bulletin. While this was an optional question, a candidate who was thor
oughly familiar with that piece of literature could demonstrate some
important knowledge as to current accounting principles. To some extent,
question No. 7 in the May 1954 examination also could have been an
swered from Research Bulletins. No. 8 could have been answered, at
least in part, from the Statements on Terminology and an important por
tion of question No. 9 could have been answered by a candidate who under
stood the applicable Research Bulletin. While all of these questions were
in the optional category, the candidate had to choose certain of them, and
those candidates who were thoroughly familiar with the bulletins had a
definite advantage. They were able to demonstrate their interest in and
awareness of current accounting literature.
3. Questions on the uses and limitations of accounting data and ac
counting statements have been rather common in many of the recent
examinations. These questions may call for specific explanations of the
limitation of conventional statements for certain purposes, or they may
call for interpretation of given data which was obtained under certain
principles of accounting, or they may ask for particular data which would
be useful as an aid to management. It is rather common to find this type
of item in combination with some other type such, for example, as a recent
question which asked for a discussion of advantages of different methods of
computing depreciation. Candidates who are preparing for the examination
would do well to give very careful attention to treatises dealing with the
significance and limitation of accounting statements, and to texts and
other material dealing with interpretation of accounting data. While some
of this literature is prepared primarily from the standpoint of grantor of
short term credit, it has a certain usefulness in connection with many of
the questions asked on the examination.
4. Questions on income taxation and on the effect of income tax regu
lations on accounting have appeared with some regularity in recent exam
inations. While these questions may appear more frequently in Account
ing Practice than in Theory, it is clear that questions which ask for
comparison between the tax treatment and the accounting treatment do
seem to be appropriate to the Theory of Accounts section. Other ques
tions, such as No. 9 of the May 1954 examination which combined
tax treatment with a discussion of pure accounting theory, can be answered
fully only with a knowledge of income tax rules and procedures.
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Common Deficiencies
The following general comments as to deficiencies in the answers given
by candidates, together with illustrations, are based on the observation of
candidates’ answers to a number of examinations and on discussions with
individuals who have had experience in marking candidates’ papers.
Examples of questions that were answered only in part by the candidate
are questions No. 2 and 7 of the May 1954 examination. Question No. 2
gave a statement of a situation in the first paragraph. The second para
graph included the following: "In 1954 the company shut down the old
plant because of lack of orders. They proposed that they should quit taking
depreciation on the old building and machinery. They suggest that, while
the old plant is useful, it is not in use and is not wearing out. They also
suggest that to take depreciation on it increases their cost, overvalues
inventory, and places them in a poor competitive position to bid for
business since their costs are high.
"You are to give a full discussion of their proposal and of their argu
ments.”
Note that two things were asked for: a discussion of the proposal and
a discussion of their arguments. Their proposal was to quit taking depre
ciation. Their arguments were that the plant is not in use and is not
wearing out; that taking depreciation on it increases their cost, overvalues
inventory, and places them in a poor competitive position. The question
certainly asked for discussion of each of those arguments as well as the
proposal; yet many candidates failed to deal with the arguments, dealing
only with the proposal, or they dealt with only a part of the arguments.
A grader cannot give full credit to an answer that deals with only a por
tion of a question, and a candidate would do well to attempt to answer
each part specifically, stating clearly which argument or proposal he is
dealing with. Some of the proposals may be dealt with briefly, but others
may require considerable discussion. It is best to frame an answer to a
question of this type in outline form, or in short paragraphs, each of which
deals with a specific point or part of the question. A candidate should
never assume that a particular part of the question is so obvious that it
does not require an answer.
However, it is not necessary to restate the facts given in the question
in total even though it may be desirable to restate particular portions as
each part is answered. The following is an example of needless restate
ment of the facts.

“The main points of consideration to be given in case of the old building,
are (1) the operation of the plant is not needed for the production of their
products. (2) that no activity is anticipated for the old plant in the near
future. (3) and that lack of business has been burdensome to them
already and that continued charges for buildings and equipment not
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producing anything will increase their burden and push them further back.”
The remainder of this candidate’s answer to No. 2 was as follows:
"In unusual cases of this nature it is exceedingly hard to stay with the
rule of consistency—I believe that by making full disclosure of the situ
ation in their reports, it would be agreeable to set aside the old building
and equipment, therein as a dormant asset, with full understanding that
'passage of time’ will have to be used in determining what loss, if any will
have to be absorbed when and if the assets are to be put into use again.”
The candidate seemed to have some grasp of the area, but the explana
tion is not clear. Time spent restating the question should have been
devoted to clarification of the second paragraph.
The following is another example of an inadequate answer to No. 2.
It consists of unsupported conclusions.
"By having to shut the old plant down does not mean that they can
stop taking depreciation. Depreciation will be taken annually irregardless
of the change in cost which it may have.”
Question No. 7 dealt with the research costs. It stated that research was
conducted for three different purposes and that some of the work was in
complete at the year end. The question asked, "What considerations are
involved in selecting the accounting treatment of research cost to be used
by Plastic Products Company. Discuss fully, including discussion of the
various ways in which the research costs may be presented in the financial
statements.” Certainly there are two elements here. First, the candidate is
asked to state the considerations that are involved in selecting the ac
counting treatment of research costs. Second, he is asked to discuss the
considerations fully and to discuss the various ways in which research
costs may be presented in the financial statements. It is noted quite fre
quently that candidates discuss only the balance sheet or only the income
statement in a question of this type. Presentation on both statements should
be considered in all instances where the question is framed as is this one.
Again the question can be answered best with short paragraphs, relating
each one to the part of the question being answered.
Candidates should avoid the use of words, the meaning of which is
not entirely clear to them, and should never try to impress an examiner
by their ability to use foreign phrases or to use long words.
Question No. 1 in the May 1954 Examination was as follows:
"The Atgar Corporation records all purchases and the corresponding
liabilities net of cash discounts. Whenever payment is made after the dis
count period, cash is credited for the full amount of the invoice and debits
are made to accounts payable for the net amount and to an expense ac
count for the discount lost. Give the arguments for and against this treat
ment of cash discounts.”
The following answer leaves a grader with the feeling that the candi
date’s thinking was fuzzy.
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"If purchases are to be paid when recorded it would be alright to
record purchases at net. However, purchases should be recorded when
paid thus the discount will not enter into the entry at all. If as soon as
purchases are received, prior to payment by considerable time lapse, they
should be entered at gross rather than net in the purchase journal. Where
as the discount loss is actually a part of the original cost of the merchan
dise rather than an expense account. By charging the discount to an ex
pense account purchases are understated and expense overstated.
"On the other hand by using this method an auditor may instantly tell
by checking the lost of discount the adequacy of the accounting staff of
the firm being audited. By extending discounts to expense accounts you
reduce cost of purchases thereby increasing gross profit by that amount.
One of the prima facie of business is to reduce cost of sales and this will do
just that.”
The following two answers to No. 1 illustrate the use of the term
"true” without defining why it is "true.”
"This method of treating cash discounts (1) reflects the true cost of
purchases, (2) reflects the actual loss in case of payment after the discount
period.
"This method of treating cash discounts (1) requires more entries when
paid after the discount period, (2) does not reflect a company’s true lia
bilities at all times.”
"Arguments for charge expense with discount lost are: 1—That the net
amount of the purchases represents the true cost of purchases. 2—That
discount lost is an expense chargeable to an account other than purchases,
since the failure to take the discount is with administration. 3—That the
discount represents overhead and not cost.
“Arguments against charging expense with discount lost are: 1—That
the gross amount of the invoice represents the true cost of purchases. 2—
That discount is part of the purchases contract and therefore not an
expense.”
In reading papers submitted by candidates, cases are noticed of candi
dates who either try to cover up their lack of knowledge or try to impress
the graders by citing authorities for statements made.
The following answer to No. 1 cites the Committee on Accounting
Procedure as authority for a conclusion, but fails to indicate what part of
the committee’s pronouncements deal with the matter. This is not clear
to a grader since there is no direct reference to the matter in a Bulletin.
"This method of recording of the corresponding liabilities net of dis
count after recording the purchases is not according to the generally ac
cepted principles as set forth by the Committee on Accounting Procedures.
By this method the full liabilities of the corporation would not be disclosed
on the balance sheet. The discounts are of a contingent nature depending
upon the ability of the corporation to meet the discounts period.”
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The use of words that are difficult to relate to the rest of the answer
should be avoided. Use simple words, or words which have a common
definition that fits the way in which they are being used. The use of the
term "hypothecation” in the following answer is questionable.
"Cash discounts, although not considered to be an operating income,
are properly classified as other income in generally accepted accounting
principles and should be recorded, when purchases are made, as such. Cash
discounts reflect the company’s ability to pay its current obligations. The
Atgar Corporation is disregarding all generally accepted accounting prac
tices by recording lost discounts as expense. This is not true expense
because it is a hypothecation.”
The Theory of Accounts section of the examination may contain cer
tain questions where the candidate should introduce practical considerations
into his discussion if those practical considerations have been regarded by
accountants in general to assume major importance in the particular area
of the question. An example of this was Question No. 1 in the May 1954
examination.
One of the practical considerations which is advanced against the use
of the method followed by the particular company in this question is that
it becomes more complicated to compute unit costs in a perpetual inven
tory record kept under a method such as first-in, first-out. Essentially the
argument is that the original invoice may have been at an amount which
would produce round unit cost figures but that deduction of a discount
will produce odd figures and thereby complicate the computation of issues
from stock. While this argument is very commonly given, a tabulation of
one hundred papers from one particular state in the May examination
showed that only six out of the hundred gave this argument as a portion
of their answer.
As opposed to the failure to give practical considerations any weight in
Question 1, there is a tendency noted on the part of some candidates to
give income taxes an excessive amount of attention. In fact, some candi
dates base practically all of their answers on income tax effects and income
tax rules and regulations. This was particularly evident in the May 1954
examination in the responses to question No. 3. Many candidates based
their answer primarily on the assumption that the company might be
caught by income tax examiners and that there would be tax penalties
and tax difficulties. Apparently the candidates did not feel that the pro
cedures described were objectionable from the accounting standpoint.

The Examination in Commercial Law
The examination in Commercial Law is principally of the "essay type.”
As such, it is subject to the general comments that have been offered
about this type of question.
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Candidates should keep in mind the following points about answers
to commercial law questions:

1. The questions are intended to test knowledge of commercial law
as it relates to accounting and to situations encountered in auditing. The
principal emphasis is on reasons rather than on conclusions.
2. There is no intention to have "trick” questions. Answers should be
straight-forward. They should state a conclusion, if one is called for by
the question, and then follow with a statement of the principle supporting
the conclusion.
3. Answers need not be framed using strict legal terminology. Candi
dates should avoid the use of terms, the exact meaning of which is not
known.
4. Answers should not straddle the issue, but it is desirable sometimes
to state the principles of law which might lead to a contrary conclusion
to the one offered. In such an instance it is important to state clearly which
principles support the original conclusion and why other principles are
not controlling.
5. Sometimes a question is divided into several parts. On occasion such
parts deal with related aspects of the same general problem or with
separate problems based on the same fundamental facts. Candidates should
read all the parts of a question before beginning their answers.
It appears that a number of candidates in past examinations have an
swered all parts in order before considering the rest of the question. As a
result, their answers to earlier parts often contain extraneous material,
partly or wholly responsive to a succeeding part; or their answers to later
parts often contain statements as to law which are in direct or substantial
conflict with statements in answers to earlier parts. Some consequences
are: (1) some candidates lose valuable time by having to cover more
fully in a later part, a point only partly discussed earlier; (2) some candi
dates, pressed for time, simply refer the grader back to their earlier in
adequate statement; and (3) few such candidates, because of lack of percep
tion of the scope of each part in relation to the question as a whole, are
sufficiently responsive to secure full grading value for their answer.
6. Only the number of questions required should be answered and all
parts of those selected should be answered. Some candidates omit required
questions and give more than the correct number of optional answers.
No credit is allowed for the excess optional answers and a zero is given
for the required question omitted. In other instances candidates have
answered all required questions and an excessive number of optional
questions.
The instructions in the examination are clear on this point and are
followed strictly in grading. They state that if more than the required
number of questions are answered, only the first ones will be considered.
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The candidate must choose which questions he wishes to answer and clearly
indicate his choice. Otherwise the above rule will be applied.
Instead of answering an excessive number of questions, candidates fini
shing their papers before expiration of the time limit should make certain
that they have (1) answered the correct number of questions and have not
overlooked any parts, (2) taken all compulsory questions, (3) followed
instructions as to selection of optional questions, and (4) indicated on
the form provided, those questions taken, those omitted, and those only
partially completed.

The Examination in Accounting Practice
Nature of the Examination
It may be helpful to candidates to consider the Accounting Practice
examination in terms of the following broad classifications of areas cov
ered: First, problems involving broad general accounting procedures ordin
arily constitute approximately one-third to one-half of the usual Account
ing Practice Examination. Second, problems in the field of taxation have
been included in each of the recent examinations and directly, or as parts
of other problems, may constitute as much as 25% of the examination.
Third, problems in various, somewhat special fields of accounting may
constitute the remaining portion of the examination and frequently are
optional problems.
Special preparation for the first of these three areas is difficult since
the problems are likely to involve a general understanding of accounting
mechanics and procedures. Obviously, some study and reading is extremely
desirable for the problems in taxation and in special areas. Actually taking
the examination involves certain common sense precautions and techniques
which are touched on in the following paragraphs.

Common Deficiencies
Reading the Problem: As obvious as some of the suggestions offered in
this booklet may appear, repeated experience with papers submitted for
grading provides ample evidence that there are far too many candidates
who need to have such suggestions brought forcibly to their attention.
One such "obvious” recommendation is that the problem should be read
carefully and with comprehension.
In solving a problem, perhaps the most important single thing to do is
to be certain to utilize the pertinent data presented in the problem, and
to solve the problem as called for by the requirement. As an aid in deter
mining that the facts have been utilized, it is suggested that the problem
be read over quickly with the requirement in mind and that then it be
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read over more carefully, making notes as to the subsidiary schedules and
computations that you will need in order to complete the solution. To avoid
overlooking facts that are given, the following is one possible procedure:
as each fact is used, draw a line through it on the printed examination
question. If it has been used once, but the same fact will need to be used
again in connection with a different portion of the problem, after crossing
it out on the printed questions, write it down on a scratch sheet. Maintain
a list of these items until they in turn have been used in the proper place.
An alternate procedure on the second reading of the problem is to
underscore in the examination booklet all special features, critical dates
and other data which may have a bearing on your treatment of the prob
lem. Also make marginal notations and symbols which later will call your
attention to important passages in the problem.
Although such a procedure offers no guidance to the graders, it can
be of real help to the candidate. The very act of underscoring or making
a note impresses the point involved on the candidate; and later, when he
refers back to the problem during solution, his eye is drawn to this in
formal "checklist.” Virtually every problem in every examination affords
examples of the potential value of this technique. The following examples
from the May 1954 examination show some of the dangers of careless
reading.
Problem 2 of Part I contained a statement concerning a nine-year rental
contract "at a guaranteed monthly rental of $500, plus 5% of net sales in
excess of $10,000.” This, of course, necessitated a statement footnote con
cerning the long-term lease and an adjustment of the $500 rent expense
already on the books. Many candidates showed rent of $500 in the Income
Statement. Since the computation of additional rent is merely a clerical
process, it is reasonable to assume that these candidates overlooked the
statement—that is to say, "read” it but without comprehending it; or,
having comprehended it, forgot it. A "signal” would have helped.
Problem 4 of Part I was concerned with consolidations. The problem
stated that the investment accounts were carried "at the book value shown
by the Banner Corporation at date of acquisition.” Some candidates who
displayed a fair grasp of consolidated statements treated the accounts as
though they were carried at cost.
The same problem stated in textual material that the subsidiary’s pre
ferred stock was cumulative, although the balance sheet carried no such
notation. One of the points in the problem involved the treatment of the
preferred arrearages. Some candidates stated that "since the problem did
not mention ‘cumulative,’ ” they would "assume” that the preferred stock
was non-cumulative. By seeking the easy way out (usually a questionable
procedure even when assumptions are necessary), they avoided one of the
areas in which they were required to display knowledge to pass the prob
lem. Underlining the critical word "cumulative” might have helped.
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Problem 3 of Part II was a cost problem. Because of the relative length
and complexity of the text, it contained a number of instances where
"signals” were needed. "Thirty-five gallons of alcohol are ordinarily re
covered. . . .” "For the purpose of this problem, the storage tanks ... are
to be considered the finished goods stage.” "Amounts of recoverable tax
are excluded from inventories and from manufacturing cost . . .” Each of
these points was overlooked by many candidates.
The candidate’s solution must be planned; it is a costly mistake to plunge
headforemost into a solution without thinking through the entire sequence
of steps needed. The candidate should ask himself—What are the things
that must be determined in order to solve the problem? He must then make
the necessary computation. Too much emphasis cannot be placed on the
necessity of leaving clear tracks of all of these computations. They should
be labeled even though they are set up on a scratch sheet. If they are
major computations, they should be transferred in an orderly schedule on
to one of the major work sheets or to a separate sheet called "supporting
computations.”
Particularly useful as a technique for some of the longer and more
complex problems (such as Problem 3 of Part II, May 1954) is the prepara
tion of a work program in which the candidate outlines for himself the
steps required in solution. Not only will this help to insure that he does
not overlook a step, but also it will aid in clarifying and organizing his
thinking by forcing him to think through the entire problem. In addition,
if he is unable to finish, it may provide examiners with a basis on which
to evaluate his approach to incomplete sections of the problem. However,
this must not take up so much time that it becomes a substitute for a solu
tion. Here, as always, good judgment is necessary.
Fulfilling the Problem Requirements: Some candidates lose points in the
Practice examination because of a failure to fulfill precisely the problem
requirements. Apparently, there are several possible reasons—apart from
lack of knowledge—for this failure. Among them are: (1) overlooking
or ignoring a requirement, (2) submitting answers which are not respon
sive to the requirement, (3) misinterpreting a requirement, and (4) select
ing an approach so inefficient that it is impossible to complete the problem
in the time available. Review of candidates’ papers over several examina
tions indicates that each of these is sufficiently common to justify individual
discussion.
Overlooking or Ignoring a Requirement: When some requirement re
mains completely unanswered even though the candidate has indicated that
he has "completed” the problem it usually is impossible for the examiner
to determine whether the omission was caused by oversight or by deliberate
avoidance. In either case, the effect on the candidate’s grade is similar. At
the very least, the candidate should tick off each requirement as it is com
pleted and review the requirements before he releases his paper.
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A typical inadequacy in this connection is a failure to discuss pertinent
points of theory in a problem examination when such discussion is required
specifically. It may be that this failure is caused in part by the overlooking
or misreading of a requirement. However, this is hardly likely in the fol
lowing problems for which the requirements were clearly stated. In Part
II of the November 1952 examination, requirement "a(l)” of problem 2
read in part: ". . . Give complete explanations with each entry, and com
ment as to any possible options in recording the reorganization.” Require
ment "b” of the same problem, after asking for a decision on each of sev
eral points, directed: "Give the reasons for your conclusions.” These re
quirements, although specific and clear, were completely ignored by a
surprisingly large number of candidates.
Problem 4 of Part I (May 1954) required the preparation of a con
solidated balance sheet and directed the candidates to "Comment on any
items which you feel require explanation.” This latter requirement was
ignored by the vast majority of candidates. This requirement may appear
from its phrasing to be less specific and more permissive than is usual.
However, its purpose was to test the candidate’s ability to recognize which
issues in the problem were subject to possible alternative treatments or
controversy. Viewed in this way, the requirement was mandatory.
Examples of this deficiency are given elsewhere in this booklet with
respect to other sections of the examination, where the fault is most notice
able. In the Practice examination, it is most common in connection with
the requirement that candidates submit discussions of their treatments and
reasoning. It was noted that such requirements are often ignored. In this
problem there were several items worthy of discussion: the reason for
assigning arrearages to the minority interest; the need to remove from pa
rent’s Retained earnings the excess of book value over cost of stock ac
quired, which excess had been credited to that account; the possible
alternate treatments of Goodwill arising from acquisition of preferred
stock and residing as a charge to Retaining earnings; the possible alternate
classification of the net credit "excess” are examples. In spite of this, some
candidates restricted their comments to a statement that preferred divi
dends were in arrears (a fact stated in the problem itself) or an exposition
of how (but not why) they treated those arrearages.
Undoubtedly, lack of knowledge accounts for a large part of these omis
sions. However, there is a possibility that candidates discount the im
portance of discussion points in a problem-type examination, by setting
up an unwarranted distinction between "problems” and “theory.” They
may overlook the fact that the Practice examination, while deliberately
testing many things—such as the ability to organize and present material
effectively, to discriminate among a mass of data, and to perform clerical
and arithmetical processes efficiently—is essentially a vehicle to test an
understanding of accounting principles through their application. Often,
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particularly when discussions are required specifically, the merit in a par
ticular solution lies in the candidate’s demonstrated ability to support his
treatment by an outline of his reasoning and in the extent to which he
displays an understanding of alternate treatments and of their relative
merits.
In presenting discussions, some candidates content themselves with ver
balizing their solutions. They explain in words what they have done in
figures, but they make no attempt to explain why they adopted their treat
ments. Such "discussions” are of little value, since the information which
they convey is self-evident in the candidate’s entries and schedules.
Discussions around instead of to the point cause graders to place a candi
date’s intellectual ability and judgment in question. Irrelevant and "padded”
discussions raise doubts as to the candidate’s intellectual honesty.
Misinterpreting a Requirement: The requirements of every problem are
subjected to critical scrutiny before the examination is set. In spite of ex
treme care, it may happen occasionally that a requirement is misinterpreted
with some degree of justification by some of the candidates.
If a candidate has reasonable doubts as to the intent of a requirement,
what should he do? What view would graders be likely to take of his
action? The first thing to remember is that there are no intentional "tricks”
in the requirements. They mean what they say. Second, the candidate
should take into account the fact that the time limits (or point assign
ments) are closely proportional to the time needed to comply fully with
the requirement’s intent. If the candidate’s view of the requirement is
drastically out of line with such limits, he should question his own assump
tion. Finally, if the candidate feels that an assumption must be made as
to the intent, he should state his assumption. Also he should give his
reasons for feeling the assumption is necessary, the factors which point to
that assumption, any alternate intent which he discards and, if time per
mits, an explanation of how he would proceed under the alternate as
sumption. It can not be emphasized too strongly that it is seldom necessary
to make assumptions.
Selecting an Inefficient Method of Solution: Selection of an inappropriate
(although not necessarily incorrect) approach to the solution of a problem
can be so costly in terms of wasted time that candidates should devote some
time to making a decision as to approach before doing any work on the
solution proper. The decision is predicated, of course, on the nature of the
problem requirements and on the candidate’s understanding of them, and
is conditioned by his work habits.
The most common cause of lost time (and a major reason why examina
tions seem "too long” to finish) is the use of worksheets where they are
inappropriate from the standpoint of the problem requirements, the data
to be treated, and the time allowed. When a problem requires financial
statements with no requirement that a worksheet be presented, the candi
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date should consider whether the statements can be built up without the
aid of a worksheet. When a worksheet is required specifically in addition
to statements and there proves to be insufficient time to complete all re
quirements, the best procedure probably is to complete the worksheet
first. If in such a case only the worksheet is submitted, the candidate should
indicate on it to the extent possible such matters of statement presentation
as classifications, footnotes, parenthetical notes and statement position of
special items. To the extent that this is done correctly, a candidate can earn
a major portion of the point value, in spite of the absence of the required
statements.
The inappropriate use of worksheets, however, can be so costly to the
candidate that it is worthwhile quoting the following extract titled "Misuse
of Worksheets” from the Students Department of the Journal of Ac
countancy (February 1953, p. 249).
"Teachers, practitioners, and others have pointed out from time to time
the tendency of many students to view accounting as a mechanical pro
cess. Keeping the debits and credits in balance seems to be a sufficient goal
for them. They are so occupied and engrossed with the techniques of book
keeping that they may ignore both the purpose of accounting and its sub
stance. This same type of student is likely, as he progresses into the more
advanced areas of study, to seek semimechanical techniques of solving all
types of problems. He tends to memorize forms rather than to study and
understand the reasoning processes involved in the problems. The work
sheet in one form or another becomes his principal ’crutch.’
"A worksheet is undoubtedly a useful device for systematically handling
a large quantity of data. Properly labeling and identifying figures and
establishing and keeping control over them is important to an accountant
and also is important in solving problems. However, in taking the CPA
examination it seems, from the comments of those working on Accounting
Practice, that many candidates should consider the wisdom of their use of
formal worksheets.
"In Part II of the November (1952) Accounting Practice examination,
it seems that a number of candidates attempted to use a columnar work
sheet to solve Problem 1.” (This relatively short problem required the
computation of an estimated inventory shortage by the use of the "gross
profit method.”) These attempts were almost always complete failures.
The problem does not lend itself to columnar worksheet treatment. It
requires some understanding of the normal relationship between the in
come and cost figures but there is no problem of controlling a large num
ber of debits and credits or of making a large number of adjustments.
Separate computations of the various elements set up in an orderly fashion
appear to be all that is needed or is useful.
"Also in Problem 2 of Part I, (November 1952) many candidates made
a formal worksheet showing the source and applications of funds. These
candidates might have fared better to have spent more time in deciding
how to meet the requirements of the problem rather than rushing into
preparation of a lengthy worksheet which did not produce the information
necessary for solution of the problem.
"Indiscriminate use of worksheets, especially inappropriate ones, can
only serve to convince an examiner that the candidate does not have a
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thorough understanding of the accounting situations which are being
tested. Students should strive to understand the relationships involved in
situations and the principles to be applied. Selection of an appropriate
technique for presentation is then simple.”
An example of the preparation of unnecessarily elaborate and time
consuming worksheets was observed in connection with problem 2 of
Part II of Accounting Practice in the May 1954 examination. A number
of candidates prepared a complete worksheet listing each account in the
problem with various adjustments and transfers, working capital column,
and finally columns for source and application of funds. Since the problem
called for a schedule of change in working capital it could have been made
directly from the data in the problem as a final schedule.
In this problem, it was necessary to compute a partnership’s net income
for the year. The computation was complicated by the fact that a partner
had retired early in the year and a new partner had been admitted in the
middle of the year. However, the profits up to the admission of the new
partner were stated in the problem. It was necessary, therefore, to analyze
only one capital amount to determine one partner’s share of the remaining
half-year’s profit, which could then be multiplied by the number of part
ners. A large number of candidates prepared a detailed schedule of analysis
of all partners’ accounts for the full year. This was not required, consumed
valuable time, and afforded these candidates additional opportunities to
make errors. Beyond that computation, there were only three accounts with
transactions which the candidate might need to analyze. An analysis of
these could be made much more quickly in T accounts than in a formal
columnar worksheet.
The same tendency to prepare over-elaborate worksheets has been ob
served in connection with problems on consolidation, such as the prob
lem in Part I of the May 1954 examination, and in all cases these work
sheets result in the use of a large amount of time in an unproductive
manner by the candidate. Worksheets may contribute to the orderly pre
sentation of data, but they should not be used on the examination without
considering whether or not they will be the most efficient method of ob
taining and presenting the data called for by the problem.

Presenting Solutions
Since the "formal solution” in the paper is the first introduction of the
candidate to the grader, it is surely common sense to be certain that its
appearance makes a good impression. It is not suggested that the presenta
tion be "pretty” or elaborate, or that it be merely "window-dressing.” It is
suggested that the form should be appropriate, orderly and legible.
The problem requirements will dictate, in many instances, the basic form
which the solution must take; for instance: "Prepare a formal balance sheet
and income statement,” "Prepare a schedule showing the realized gross
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profit for the year 1953...,” or "Prepare a manufacturing statement show
ing costs, units and prices by processes.” In other instances, the form is
not specified in such instructions as: "Compute the amount to be deposited
July 1, 1954,” or "Calculate the net loss on defaulted accounts for the year
1952.”
A decision should be made as to the form in which the solution will be
presented before work on the solution is begun. The form of presentation,
whether directed or selected, will determine, together with the problem
requirements and the time budget, which method of approach to the
solution is most efficient. If the requirements call for financial statements
only and the time allowance is not great, the candidate should question his
impulse to begin with a worksheet.
The form in which the solution is presented should be appropriate to
both the data to be displayed and the problem requirements. Fortunately,
if it is in accord with the one, it generally will be appropriate to the other.
The following examples from the May 1954 examination will illustrate
the use of inappropriate forms of presentation.
Problem 1 of Part I, concerning apparently understated business receipts
in a tax return, asked for "... a schedule showing computation of the
amount of the apparent discrepancy.” Although the computation could (and
did) take many forms of approach to the problem, there really is only one
logical termination to the compution and to the formal presentation—the
answer: "amount of the apparent discrepancy.” Many candidates ended
their solutions with "adjusted business receipts,” or even with "recompu
ted purchases (or rent or salaries)”! In most of these the discrepancy
could be located as a factor in the computation, but in some papers the
discrepancy was never computed.
Problem 6(b) of Part I required the computation of certain amounts by
the use of tables of mathematical values. Solutions were submitted in
which it was extremely difficult to find the answer. The candidates scrib
bled their computations in an unintelligible manner with no formula or
labels to indicate their processes of reasoning. Nor did they specify their
answers, but left them unidentifiably suspended as the product of a multi
plication process.
Supporting All Solutions: Far too many candidates fail to support their
solutions with legible, labelled calculations which can be identified with
ease as the sources of amounts in their formal schedules, entries or other
final answers. It should not be necessary to point out that, when supporting
schedules or computations are required specifically, they should be pre
sented in good form. Unfortunately, many candidates even omit such re
quired supporting computations, and many others present them in
disorganized, chaotic form.
Even when problem requirements do not call for such calculations speci
fically, it is highly desirable that they accompany the solution. If graders
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can trace an error in the formal solution to its source in computations,
they frequently are enabled to salvage a good part of the credit which the
candidate otherwise would have lost. Obviously, if the computations are
not available or are totally unlabelled and unintelligible, it may be im
possible to "look behind” the formal solution.
It is desirable to indicate, even informally, the purpose of each major
computational step. The setting down by the candidate of "formulas”
(the word is used in the general sense) often permits graders to evaluate
quickly the examinee’s approach.
Arranging and Identifying Papers: All papers on which the candidate
has written (except the printed problem sheets) should be turned in with
his solutions. Each should be identified by problem number and page
sequence in the space provided at the top of the sheet: PROBLEM 3,
PAGE 4 of 6, with the page sequence starting anew for each problem.
Scratch sheets should be turned in and should follow the problem to which
they relate. This requires, of course, that a separate sheet of the unlined
paper provided for informal calculations be used for each problem. Other
wise, it is difficult or impossible for graders to locate the source of candi
date’s arithmetical or clerical errors. The candidate is responsible for
arranging his sheets in proper order before releasing them to the proctor.
Usually a proctor will announce that there is 5 to 10 minutes more in
which to complete and turn in the paper. Spend the last five minutes in
carefully arranging solutions in order. Check the page numbers and the
form showing the problems solved. Make certain that your identification
number is correctly entered on each page. Time spent in this manner is
likely to be more fruitful than any last minute work done on the problems.
Also, candidates have an obligation to their board to co-operate in com
pleting the examination on schedule. No candidate has a right to try to
get more time by continuing to work after the examination period is ended.
Making Comments: Comments required by problem instructions have
been discussed previously. Those referred to here are the gratuitous com
ments which many candidates offer. Candidates are advised to outline their
procedures for completion of a problem which they find themselves unable
to finish within the time allowed. This advice has merit only if the time
could not have been spent more effectively in doing further work and if
the procedures outlined reveal the candidate’s reasoning about the re
mainder of the problem. The following type of comment is of little value:
"No time! If I had time, I would extend balances to the statement columns,
prepare a balance sheet and an income statement.” Presumably he would
since the requirements direct him to do so!
A context in which a candidate’s meaningful comments can contribute
to his grade is the discovery of an error or inappropriate procedure which
the candidate really has no time to correct because it would mean chang
ing many figures. A candidate in the May 1954 examination made the
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following notation on his incomplete solution to the cost problem: "Note
to Examiner: I neglected to include the applicable portion of burden in
perculator inventory at 12/31/53.” Since his original omission consti
tuted a serious deficiency, it was helpful to know that he recognized that
burden should be included. However, since burden involved different units
from those for materials, his comment would have been more valuable
if he had mentioned this fact. If he had set out a "formula” for computing
the burden units, a large part of the lost credit could have been salvaged.
As helpful as good comments can be, however, candidates should realize
that even the best comments submitted in lieu of actual computations will
seldom earn full credit.

Special Features of Accounting Practice
Arithmetical Accuracy: Candidates frequently are concerned as to the
importance attached to arithmetical accuracy in the Accounting Practice
portion of the examination. They ask the question, "How much weight
is given to mistakes made in arithmetical computations?”, and they wonder
if a failure in the examination can result from such mistakes. This ques
tion is one that cannot be answered without giving some consideration
to the nature of the mistakes being considered. First, a candidate must
recognize that a CPA should be reasonably competent in arithmetical
computations. However, it is necessary to take into account the fact that
a candidate is not working under the usual accounting conditions and that
he is more likely to make certain types of mistakes than he would in his
day-to-day work. As a result, the following is the position ordinarily
taken by examiners as to mathematical mistakes.
First, if the mistake is made and remains undetected by the candidate
when it should be detected in the normal course of using cross-checks and
other common accounting controls, it is likely to be regarded as a serious
indication of weakness on the part of the candidate. This does not mean
that a candidate is expected to set up elaborate control schemes to detect
his errors. But it does mean that if by cross-footing two or three figures,
for example, or by balancing a series of debits and credits, none of which
consist of many items, the candidate would detect his error, then the
examiner regards the error as serious.
The second type of error that is regarded as damaging to a candidate’s
proof of competence, is the senseless arithmetic error which would be de
tected by any individual who has good judgment as to reasonable figure
relationships. These errors, which candidiates seem to make fairly fre
quently, are of the following kinds. First, are amounts so erroneous that
by merely looking at the figures, a person should be able to tell that he is
not near to a reasonable answer. It may be that the candidate has pointed
off incorrectly, but judgment of relationships and the facts given in the
problem should indicate to him that the answer is not realistic. An exam
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ple would be a candidate who computed the discount on a million dollars
of bonds sold at 97.5 and arrived at a resulting discount of $250,000,
which he then uses in solving the remainder of his problem. Or, as an
other example, a candidate divides 150,000 units into $12,000 cost and
arrives at a unit price of $8.00. Similar errors are made in addition or
subtraction where there are not a large number of figures involved. For
instance, a half dozen figures are to be added and the largest one is in
the ten thousands, yet an answer is given that is in millions. Errors of
the type just described indicate that the individual is not showing a good
sense of figure relationships. Therefore, these errors must be regarded as
indicative of at least one weakness in the candidate.
However, by far the more common type of error is not regarded as
serious by the graders and results in very minor demerits from grades.
This includes all of the minor errors which result from mistakes in multi
plication, addition, subtraction or division that would not be detected by
a mere glance at the figures or that should not be detected by a cross-check
with some other figure. Unless a candidate makes repeated errors of this
latter type, the grader or reviewer is not likely to regard them as anything
more than the result of a certain amount of pressure.
Avoiding Errors: No individual should enter the accounting field unless
he has a liking for figures and reasonable facility with them. He certainly
must have a sense of proportion and of the relationship of data; and in his
preparation he should develop the habit of scrutinizing results for their ap
parent reasonableness. Also, an individual should be fully aware of the
nature of accounting data and the possibilities of cross-check and proof of
important computations. With these two qualities applied to the examina
tion, candidates should not find themselves with any serious computational
problems in connection with the CPA examination.
However, there are some easy short approaches to checking certain of
the errors that have been described. Possibly most accountants are accus
tomed to making some short-cut mental computations which give roughly
correct answers and require very little time. Division and multiplication
particularly lend themselves to check through the use of "aliquot” parts for
rough computations which will detect the large serious errors. It would
seem sensible for a candidate, for example, who is attempting to multiply
a number by .2678 to divide his original number by 4 and compare the
result with the answer he obtained from his multiplication. While this is
a rough check, it is a short one which would detect any gross miscomputa
tion. Similarly, a multiplication by 31.67 could be tested by moving the
decimal two places to the right and dividing by 3. The result should com
pare roughly with the correct answer. Similarly, division should be checked
by multiplication. Certainly candidates should adopt these or similar pro
cedures, as well as apply a sense of proportion to their arithmetic com
putations.
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Long Problems: Most recent examinations in Accounting Practice have
contained at least one long problem carrying considerable weight and in
volving a substantial number of elements within the problem. It is believed
that basically the reason long problems are included in the examination is
that there should be some testing of a candidate’s ability to deal with a
substantial amount of data of some complexity and to work through to a
logical conclusion. However, it will be found that these problems are
usually separable into parts. In such circumstances the grading procedure
provides for grading the parts much as though there were a number of in
dependent problems. It does not appear that many candidates are failed
solely as a result of an examination containing one major problem.
Statistical evidence of the relationship between the grades on these long
problems and the remaining portion of the Accounting Practice part of
the examination has been reviewed for a number of past examinations.
The correlation between grades on the major problems and the remaining
portion of the Practice examination is unusually high. While there are
individuals who do well on short problems and yet apparently are unable
to cope with a large mass of data, in general the candidates who do poorly
on the short problems also perform poorly on the long problems and
candidates who are strong on the short problems are, in general, strong
on the longer problems. The exceptions that exist to this tendency are
possibly very important exceptions from the profession’s standpoint. Prob
ably it is not desirable for the profession, or for the individual, to admit
individuals who are not able to grasp and deal with matters of some com
plexity and that require a reasonably extended process of reasoning.
From the standpoint of the candidate approaching a long problem,
certainly the best advice is to not to become nervous but to analyze the
data and the requirements in an orderly manner. First, the requirements
must be clearly determined and kept in mind throughout reading the data.
A general plan of approach to the problem should be outlined before any
work is started. If subcomputations appear to be needed and they can be
made from the raw data without intermediate steps; it may be desirable
for the candidate to make these subcomputations first. Set them up in
orderly schedule form so that there will be no doubt as to what has been
computed and so that it will be possible for the grader to follow the
procedures. Having obtained the data needed from these subsidiary com
putations, the candidate should plan the form which he will use in pre
senting the major requirements.
A great amount of speed is not essential under the usual conditions in
the solution of these problems because the time allowance is liberal. The
essential feature from the time standpoint, is avoiding a great amount of
work which has to be redone because some element was not considered, or
considered incorrectly, and was not noticed until a substantial amount of
time has been consumed. Getting the facts organized and the method of
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attack planned may well require 25% of the total time necessary for solu
tion of a problem of the type under discussion. In some problems, making
the necessary subsidiary schedules and computations may also occupy a
considerable amount of time. However, the time so spent in organizing the
data and making the computations that will be needed will usually serve to
clear up many of the apparent difficulties in the problem and to lessen the
number of things which must be kept in mind as the major solution is
prepared.
The Use of Time: There is some feeling among CPA candidates that one
of the most serious obstacles to their success in the Accounting Practice
portion of the examination is the limited amount of time which they have
available. However, there is evidence that this is not the case in the usual
Accounting Practice examination. Studies which have been made in con
nection with grading the past ten examinations in Accounting Practice
have shown, with almost no exceptions, that the performance of candidates
on the last problem compares favorably with the performance on the en
tire Accounting Practice examination.
It is true that many candidates do not complete the Accounting Practice
examination. However, analyses of the grades of candidates who show a
substantial amount of incompleteness have shown that they have not made
a passing grade on the problems which were completed. Therefore, it
seems that a candidate who does not have enough time to complete the
examination, has generally lacked the knowledge and ability to solve the
problems without regard to time limitation. For example, in the Part II
Accounting Practice examination of May 1954, a large group of examina
tion papers were selected and the grades made in each problem by all
candidates who did not do any work on Problem 3 of Part II were listed.
This analysis showed that only approximately 3% of the candidates who
had done no work on number 3 had passed the remaining portion of the
Practice examination.
However, there are undoubtedly some candidates who waste much time
and could give a better performance if they utilized their time more
thoughtfully. These candidates probably are the ones who waste a large
amount of time in setting up more elaborate working papers than are
needed for the solution of the problem, possibly because they are not too
clear as to the procedure, or possibly because they prefer to start working
on something than to give thoughtful consideration to the most efficient
and economical approach to the particular problem. It should be empha
sized again, that a candidate should not be in too much of a hurry to get
something down on his paper. Probably he will save time by considering
how he may best approach the solution. Other candidates may lose a con
siderable amount of time in searching for errors in computation. This
time may be saved without serious loss of credit if the candidate will keep
in mind the suggestions made under Arithmetical Errors.

73

in the allocation of time, the candidate can be guided by the estimated
minimum-maximum time shown on the examination. These times are
determined after careful pretesting of the examination and should be
regarded as significant aids to the candidate. The minimum time should
be an aid to a candidate who may have temporarily misinterpreted a
question and takes, or considers taking, a solution that obviously would
not require anything like the stated minimum time. He would do well
to re-read the question and consider again whether or not his first interpre
tation of it meets the requirement. The maximum time estimates also
should be considered by the candidate in planning his initial approach
to the problem. If he does so carefully, he may well avoid hurrying into
the problem and setting up much more elaborate schedules and papers than
needed and avoid doing excess work not required by the problem. He
should be able to determine in advance that certain work cannot be done
within the maximum time estimated for the problem.
In data dealing with more than one period, candidates should consider
whether or not these can be combined and treated in total or whether
the periods must be treated separately. In dealing with computations, the
candidate should consider whether some of them are repetitive and can be
set up in a manner which will facilitate making all of the computations.
If a candidate has started a problem and finds that he has used up the maxi
mum time allowed, it is well for him to go on to the next problem. If any
time is left at the end he can come back to the problem which he has left
incomplete. Psychologically, from the standpoint of the grader, it is very
likely that more credit will be allowed for the first portions of a problem
than for the last portions; particularly if the first portions show that the
candidate was following the right procedure and apparently could have
completed the work in a satisfactory manner if he had more time. But, if a
problem is never started, there is no opportunity for the examiner to form
any opinion as to the candidate’s competence.
Where it is obvious to a candidate that a problem cannot be completed
under the method he is following within the time allotted, an examiner
will give consideration to a statement outlining precisely and in a reason
able detail how the remainder of the problem would be finished. While
such a statement is not a complete substitute for doing the job fully and
completely, fundamentally the examiner is interested in determining
whether the candidate has the knowledge and ability to solve the problem.
A step-by-step statement of procedure will certainly be regarded as some
evidence of this ability and knowledge.

Summary
Since this discussion has covered a variety of matters, it is well to re
capitulate the various suggestions.
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1. Prepare thoroughly before taking the examination. Some methods
of checking preparation are available.
2. Read the question carefully.
a. Devote an initial reading to getting the "feel” of the question
or problem and to understanding the requirements.
b. Devote a second reading to a critical analysis of the data, using
such devices as are appropriate to "pinpoint” special features.
c.
Devote sufficient time to developing a working plan.
3. Budget available time—and stick to the budget.
a. Spend no more time initially on any question or problem than
the maximum time budgeted.
b. Utilize any time gained at the end of the last question to com
plete other questions, to check whether all requirements have
been fulfilled and to review and polish completed answers.
4. Fulfill all requirements to the extent possible.
a.
Adopt positive measures to avoid overlooking a requirement.
b.
Submit answers which are responsive to the requirements.
c.
Do not straddle issues or give conflicting statements.
d. Avoid misinterpretation of a requirement by checking the
reasonableness of an interpretation against time allowed and
data available.
e.
Select the most efficient approach to the solution.

5. Present the answer or solution effectively.

a. Be certain that it is appropriate to both the data to be displayed
and the requirements.
b. Achieve a workmanlike appearance by means of organization,
neatness and legibility.
6. Support all problem solutions by adequately labelled and well-organ
ized computations.

7. Submit all papers, adequately identified and in proper sequence.
8. Make your comments as to problems, if any, contribute to a sound
basis for evaluation.

9. Test the arithmetical accuracy of your problem work as to reason
ableness as you do it.
10. Do not "freeze.” The examination can be solved in the allowed
time without undue haste if the candidate has the ability and
knowledge to pass, unless he makes a number of "false starts.”
Other candidates lacking ability or knowledge may not complete
the examination, but neither will they make a passing grade on
the portions completed.
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It would be unfortunate if the successful taking of an examination
required the learning of techniques which have no relevance outside of
the examination room. Reflection will reveal to the reader that the sug
gestions summarized above have almost equal pertinence to work as a
certified public accountant. Successful practice will demand similar stand
ards of presentation, organization and completeness. Professional work
requires meaningful and discriminating reading, avoidance of misinterpre
tations and the appropriate budgeting of time.
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